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CHAIRMAN’S STATEMENT

I am pleased to present the annual report of ENM Holdings Limited (the “Company™) and its subsidiaries
(collectively referred to as the “Group™ for the year ended 31 December 2005,

In June 2005, the Company’s name was changed from “e-New Media Company Limited %4 8BS B
HRRAF 10 “ENM Holdings Limited ZBERA R T " The Group is currently engaged in different
lines of businesses including the wholesale and retail of fushion wear and accessories, securities trading
and investment holding, resort and recreational ¢lub operations and provision of telecommunications

services. The new name better reflects the diversified business of the Company,

RESULTS

For the year ended 31 December 2003, the Group recorded a turnover of HK$242,536,000, representing
an increase of 10% as compared with HK$221,273,000 for the previous year.

During the year under review, turnover from the retail fashion business increased by 20%, which was
mainly attributable to the organic growth from its existing shops and the contribution from new shops
opened during the year. Shops opened include Roberta Cavalli flagship at ifc mall, Christian Lacroix

boutique at Harvey Nichols and Kenzo boutique at ifc mall.

The Group posted a net profit attributable to shareholders of HK$10,923,000, an increase of 55% as
compared with HK$7,039,000 (as restated) for the previous year. Such increase in profit was mainly

attributable 1o the substantial improvement in the performance of the Group’s investments.

LOOKING AHEAD

The Group has co-operated with a hotel management company, in which the Group owns 35% interest,
to convert the Shanghai Hilltop Couniry Club (*Shanghai Hilltop™) into a Spa and 4-Star resort hotel.
Shanghai Hilltop has been renamed “VivaSha". VivaSha has its soft opening in March 2006. The Board
believes that VivaSha shall benefit from the continuing robust travel demand in the Mainland, buoyant

global tourisms, business travel and the economic growth in Shanghai.

On the fashion retail business, the Group currently has 12 shops and department store counters with
a total shopping floor area of 22,000 square feet. The Group aims to continue providing premium
services and introducing top and up-and-coming brands to our customers. Given the shop rental gone-
up, the Group has exercised tight controls on all overheads and has also improved the merchandising

process in order to further enhance the profitability of the retail fashion business.

The Group continues to look for investment opportunities with good potential in order to enhance the
Group’s value and profitability, The Group’s strong balance sheet and net cash position also provide

the flexibility to capitalise on investment opportunities when circumstance arises.
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APPRECIATION

[ waould like to take this opportunity 1o thank my tellow directors. dedicated employees, our supportive

sharcholders and our business partners for their confidence and continued support 1o the Group,

Joseph Wing Kong LEUNG
Chairman

Hong Kong, 7 April 2006
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CHIEF EXECUTIVE’S STATEMENT

FINANCIAL REVIEW

The Group reported a turnover of HK$242,536,000 (2004: HK$221,273,000) and consolidated profit
attributable to equity holders of the Company amounting to HK$10,923,000 (2004: HK$7,039,000 (as
restatecd)) for the year ended 31 December 2005. Earnings per share was HK$0.66 cents (2004 HK30.43

cents (as restated)).
LIQUIDITY AND FINANCIAL POSITION

On 31 December 2005, the Group was in a solid financial position with cash and deposit holdings of
HK$3%44,625,000 (2004: HK$381,007,000). On 31 December 2005, total borrowings stood at
HK$17,862,000 (2004: HKS$21,308,000) with HK$10,892,000 (2004: HK$12,738,000) repayment falling due
within one year. The Group’s gearing ratio (a comparison of total borrowings with equity attributable
to equity holders of the Company) was 2% at the year end date (2004: 2.4%). The current ratio on 31
December 2005 was 10.8 times (2004: 8.1 times).

On 31 December 2005, the Group’s borrowings and bank balances were primarily denominated in Hong
Kong dollars, United States dollars and Euros. Exchange differences were reflected in the audited

financial statements. Al borrowings of the Group are either on a floating rate basis or interest free.

The Group’s imported purchases are mainly denominated in Euros and United States dollars. The Group
will from time to time review its foreign exchange position and market conditions to determine if any

hedging is required.
PLEDGE OF ASSETS

Pledges of the Group's fixed deposits of US§44,000 (2004: US$44,000) was given to bankers to secure
general banking facilities to the extent of US$44,000 as of 31 December 2005 (2004: 1JS$44,000).

BUSINESS REVIEW

Performance of the Group continues to improve during the year, benefiting from the overall economic
environment. Rising interest rates and the upbeat market sentiment contributed to the substantial

improvement in our investments and treasury activities.

The performance of the Group's lines of business continues to improve. The recreational club, VivaSha,
the biggest of its kind in Shanghai, has completed its expansion and renovation, just in time for
Shanghai’s increase in commercial activities. Hilltop in Hong Kong continues to maintain its turnover
but the premises require capital expenditure to cater to the changes of economic environment in Tsuen
Wan. Telecommunications and technologies sector is improving, noticeably Smartdot and SENMTT.
Swank continues to upgrade and expand its shops, but the operating margin is affected by rising rentals.
In Bio-medical sector, Genovate's profit continues to improve for the 2nd year but Cardima has ro

overcome key challenges.
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CHIFEF EXECUTIVE’S STATEMENT

RESORT AND RECREATIONAL CLUB OPERATIONS
VivaSha

Vivasha, comprised of a 4d-star Hotel Building with 320 rooms. a Clubhouse Building and an
[nternational Convention Centre, had its soft opening at the end of March 2006. The Clubhouse Building
is equipped with indoor/outdoor swimming pools. spa and various sports facilities such as u
pvimnasium, a 200 meters golf diiving range. tennis courts, a muli-funciion sport centre with badminion
courts, table-tennis room, chess room, activity centre, ete. The International Convention Centre has

seven multi-purpose conference halls/rooms and can serve more than 600 guests al one time.

Buased on the high occupancy rate in hotels in Shanghai last vear. Management believes this trend will
continue for the next few years and benefit our new hotel. In addition, Management believes that the
current strong demand of quality residential propertics in Shanghai is a solid indication that Shanghai
residents are more concerned about hiving quality than cver, which is a positive factor to our resorn

hatel business.

Hong Kong Hilltop Country Club (Hilltop”)

Turnover for 2005 remains steady. Accommadation fucitity. Chinese Restaurant and Banquet performed
according to expectation. European Restaurant and Banguet registered a slight increase in revenue as
a result of promotion programmes on meetings and training activities, More and more hig corporations

choose Hilltop as their meceting and training venues.

The gradual transformation of Tsuen Wan District benefits Hilltop in the long run with the opening of
more tourist attractions. However, competition is expected to be keen as new hotels. conference and
recreational facilities are completed. Maintenance and repiir were implemented 1o make Hilliop more

competitive.

TELECOMMUNICATIONS & TECHNOLOGIES
SinoPay.com Holdings Limited ("SinolPay”)

sinoPay’s main business is providing B2C electronic pavment and Intra-bank fund transfer selution
services in PRC through its Joint Venure. China ce-Payvment Service Ltd (the V™) in Shanghai, with
China UnionPav. In Junuary 2005, both SinoPay and the JV completed a capital increase exercise. The
Group’s interest in SinoPay was increased from 7% 10 9.2% and the Group's indirect interest in the JV

was increased from 2.8% 1o 3.6% accordingly.

The proposed merger between China e-Pavment Service Lud and Easylink, a counterpart of the JV in
Guangdong controlled by China UnionPay at present for higher operating efficiency and market share,
is under processing. Muanuagement believes that the merger between the two companies is highly
synergistic and should result in significant improvement in the performance of the JV. The proposed

merger is targeted to be completed in 2000,
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CHIEF EXECUTIVE’S STATEMENT

TELECOMMUNICATIONS & TECHNOLOGIES (CONTINUED)
Beijing Smartdot Technologies Co. Ltd. (“Smartdot”)

Smartdot is engaged in the development of software and solution projects in China. Its core businesses
are e-government projects and office automation. In 2005, Smartdot became a distributor for Workplace
for Business Controls and Reporting, an IBM software product for business flow and control
management. Together with its in-house developed software product “iOA (Integration Oriented Office
Automation)”, Smartdot has successfully introduced itself into the private sector market with its office
automation product and services. In addition to the government, major customers include energy
enterprises and financial institutions. Turnover has increased by 31% 10 RMB77.2 million. Profit after tax
amounts to RMB6 million, a two-fold increase from last year. Smartdot aims to be a leading software

and services provider for office automation services in China.

Wireless Network Card Business

Shanghai ENM Telecom & Technology Limited (“SENMTT")'s major business is providing wireless-
enabled, turnkey solutions for corporate and individual customers who desire internet access in China
or other countries. SENMTT collaborates with China Mobile Shanghai and China Unicom Shanghai to
distribute GPRS and CDMA1X network cards in the Shanghai district. Management believes that the
launch of 3G service in China in 2006 will provide business opportunities to SENMTT in Shanghai and

nearby regions.

RETAIL FASHION
The Swank Shop Limited ("Swank”)

Swank has registered a sales growth of 20% as compared to the previous year, despite a subdued
consumer climate over the period caused by warmer weather, rising interest rates and higher fuel prices.
Gross profit rase by 9% year-on-year resulting in a positive bottom line. A total of four points-of-sale
were opened in prime locations while an equal number of poor performing outlets were closed after

lease expiry.

Swank will continue to drive sales upward and improve margins in 2006, It will increase its focus on
in-trend luxury products, and improve merchandise display and customer services. A total of three
additional shops will be opened in 2006 while two of which are relocations. Design of new shops will

provide customers with a better shopping environment.
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BIO-MEDICAL
Genovate Biotechnology Comprany Limited ("Genovate”)

Genovate Hounded in Taiwan in 1993 by Genelabs Technologies, Inc. of the USA) is o fully integrated
pharmaceutical compuany, encompassing in its operation: new drug development and new formulation
capability, ¢lintcal triads for local and imernational pharmaceatical companies, drug manufacturing, drug

marketing and distribution in Taiwan.

In 2005, Genovate launched a range of new drog preducts in the Taiwan markel. "Genctaxy]l™ is an
improved version of Pactitaxel (BAS Taxolr developed by Genovate for treatment of breast cancer. Its
nitrket share in Taiwan has increased favourably due to good cfficacy and beuer satety profile. as
compared o Taxol, Two acewly nurketed drugs, Urotrol and Glusafe, have received positive muarket
acceplance in Taiwan. More and more doctors are prescribing Urotol, due 1o less incidence of the dry
mouth side effect. On the other hand. sales for Glusufe are muaturing due 1o intense market competition,
In carly 2005, for the first time Taiwan granted approval for two "once a day™ new drugs, Loxol SR
and Diabetrol SR As several medical centres have siarted 1o preseribe Loxol SR sales are expected o

grow significantly in 2006, Diabetrol SR was launched for market in Mareh 20006,

With regard to new drug discovery. Genovate has initinted two programs in collaboration with the
povernment reseacch institute ITRID One is antigout NCE and the other is an antivomiting patch.
Genovate's product pipeline will be further strengthened after these two products reach clinical

development.

Cardima, e, ("Cardima’)

Cardima. based in USA. is engaged in the development of medical devices for minimally invasive
treatment of atrial fibrillation by wilising its Surgical Ablation Svstem ("SAS™) during heart surgery. The
SAS. a combination of devices including the Revelation Tx microcatheter system. has already received
mirketing clearance through CE Mark approval in Europe. As for the US, market, Cardima has not been
successful in securing Pre-Markel Approval from the US. Food and Drug Administration according to
plan. In 2005, the rading of Cardima shares was moved 1o the OTB Bulletin Board primarily due to

non-compliance with the minimum trading price requirement of the Nasdag Market

EMPLOYEE AND REMUNERATION POLICIES

At the date of this report. the Group emplovs @ total of 271 full time staff with its main workforee
stationed in the Group's offices in Hong Kong. The Group's remuncration policies are performance-
based and are in line with salary trends in the respective locations. The Group provides emplovee
benefits such as stff insurance schemes. provident and pension funds, discretionary performance

bonuses, external training support. and a performance-based share option scheme.

James C. NG

Chicf Executive

Hong Kong. 7 April 2000
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BIOGRAPHIES OF DIRECTORS AND SENIOR MANAGEMENT

EXECUTIVE DIRECTORS

Mr. Joseph Wing Kong LEUNG, 59, is the Chairman of the Group. Mr. Leung joined the Group in
December 2000 as Executive Director and became Chairman in March 2001, He is also the Chairman
of the Remuneration Committee of the Company. Mr. Leung is a Director of Chinachem Group
companies. He has over 30 yeurs of experience in finance and management in property development.
Mr. Leung is a fellow of the Hong Kong Institute of Real Estate Administration and a member of the

executive committee of The Real Estate Developers Association of Hong Kong.

Mr. James C. NG, 62, is the Chief Executive Officer of the Group. Mr. Ng has over 30 years of
experience in the banking industry in Hong Kong and the United States. Prior to joining the Group in
March 2001, Mr. Ng served as the CEO of the former First Pacific Bank in Hong Kong and the CEO
of United Savings Bank in California. He also held senior positions at Chase Manhattan Bank in Hong
Kong and the Far East Region. Mr. Ng holds a MBA Degree from Golden Gate University in San
Francisco and a Bachelor Degree from St Jose State University in the United States. Mr. Ng is a director
of Chinachem Group companies and the former Chairman of the Employers’ Federation in Hong Kong.

Mr. Derek Wai Choi LEUNG, 55, joined the Group in December 2000, He holds a BSc (Engineering)
degree and is also a chartered accountant. Mr. Leung had been in the banking industry for 16 years
and in charge of the weuasury und capital markets division of a banking subsidiary of one of the largest
banks in the world for about ten years. He joined Chinachem Group in early 1997 and is responsible

for the international investments of Chinachem Group companies.

Mr. Wing Tung YEUNG, 51, joined the Group as Executive Vice President in October 2001 and became
Director in November 2002. Mr. Yeung is responsible for the investments of the Group. Prior to his
appointment, Mr. Yeung was the Personal Assistant to the Managing Director of a listed company in
Hong Kong for more than ten yvears, in charge of project investments and developments in Hong Kong,
PRC and South East Asia. He had also worked in an American Bank as Manager of Commercial Banking
and an international audit finn as Auditor. Mr. Yeung obtained his MBA from Indiana University, USA
in 1978 and passed the board examination of the American Institute of Certified Public Accountants in

the same year.

NON-EXECUTIVE DIRECTOR

Mr. Raymond Wai Pun LAU, 56, joined the Group in March 2001, He is the Senior Partner of Ford,
Kwan & Co. Solicitors & Notaries. He is a solicitor of the High Court of Hong Kong and is also qualified
to practise in the United Kingdom and the Australian Capital Territory. He is also a notary public and

China-uppointed Attesting Officer.
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BIOGRAPHIES OF DIRECTORS AND SENIOR MANAGEMENT

INDEPENDENT NON-EXECUTIVE DIRECTORS

Dr. Cecil Sze Tsung CHAQ, 69, joinced the Group in Seprember 2604, Dr. Chuo is the founder and
Excouive Chairman of Cheuk Nang (Holdingsy Limited. D Chao obtined a Bachelor of architeciure
degree, with honours, from The University of Durham, England and subscequently worked in the ficld
of property, investment, finance, architecture and construction for forty years, He also worked for Hong
Kong Government Building Department and Architectural Oftice and was elected as director of The Read
Estate Developers Association of Hong Kong for over 20 vears. Dr. Chao is a Hlong Konyg regisiered
architect and a member of the Royal Institute of British Architect and has obtained Honorary Doctor
Degree (Ph D)) from ihe U.S0 Morrison University, Dr. Chao is also awarded 20045 World Outstanding

Chinese.

Dr. Jen CHEN, 5!, joined the Group in February 20030 He has extensive experience and professional

knowledge in the hiopharmaceutical industry. Dr. Chen is the Chuirman and General Manager of

Genovate Biotechnology Company Limited in Taiwan. Prior to this appointment. Dr Chen was the Vice
President of Asian Operation in Genelabs Technologies, Ine. in the Us. He had also worked in Novartis
Pharmaceuticals Corporation for eight vears in areas of new drug discovery and research. He is the
author or co-uuthor of more than 30 papers and ten patents in the field. Dreo Chen obutained his PhoD.

(Chemistry) from University of Rochester in Noew York, USA.

Mr. lIan Grant ROBINSON, 66, joincd the Group in September 2004, He is also the Chairman ot the
Audit Commitee of the Compuny. Mr. Robinson heads up Robinson Management Limited, a consulting
and management company. Prior to setting up his own firm in 19950 he has had 39 vears of experience
as 1 professional accountant and was o Senior Partner with Ernst and Young, one of the largest
international accounting firms. He has been based in Hong Kong since 1980, servicing the Asian region,
and has accounting experience in njor countrics around the world. He is the Chairman of Brek Energy
Ine., a Nasdug listed company and s @ member of the Exceutive Committee of the Haong Kong, Housing

Society.

1

Y
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BIOGRAPHIES OF DIRECTORS AND SENIOR MANAGEMENT

SENIOR MANAGEMENT

Mr. David Kin Hay HONG, 38, is the Managing Director of The Swank Shop Limited (*Swank™). Mr.
Hong joined the family business in 1974 after his graduation from business studies in England. He was
in charge of the manufacturing arm of Swank in the first few years. In the early 1980’s, Mr. Hong moved
on to the retail business unit and has headed Swank since 1991. Mr. Hong has valuable experience in

high fashion retailing.

Mr. Hong was awarded by the French President with the titles of Chevalier de I'Ordre National du Merite
in July 1996 and Chevalier de la Legion d Honneur in June 2003,

Mr. Kenneth Sai Lai WONG, 44, joined the Group in July 2001 as Vice President - Investments. He
is responsible for the Group’s business development. Prior to this appointment, Mr. Wong was the Vice
President of Commercial Banking Business of First Pacific Bank, and Cerporate Banking Officer of a
major US bank where he gained international finance exposure in Chicago and New York. Before
joining the banking industry, Mr. Wong had worked for an international accounting firm in performing
project investment evaluation and feasibility study. Mr. Wong holds a Bachelor of Social Sciences Degree

from the University of Hong Kong.

Mr. Victor Yiu Keung CHIANG, 41, joined the Group in November 2003, He is the Chief Financial
Officer of the Group overseeing the financial management of the Group. He has over 15 years’
experience in professional accountancy practice and financial management experience with listed
companies. Graduated from the Chinese University of Hong Kong with a bachelor's degree in business
administration, he is an associated member of the Institute of Chartered Accountants in England &
Wales, and a fellow member of the Hong Kong Institute of Certifted Public Accountants and the
Association of Chartered Certified Accountants. Mr. Chiang is also a Certified Public Accountant

practising in Hong Kong.
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REPORT OF THE DIRECTORS

The directors present their report and the audited finaneial statements of the Company and the Group

for the year ended 31 December 2005.

CHANGE OF COMPANY NAME

Pursuant to a special resolution passed on 3 June 2005, the name of the Company was changed from
"e-New Media Company Limited 98800 FHEARZ ¢l 7 o "ENM Holdings Limited LCHEMARAA "

with effeer from 24 June 20035,

PRINCIPAL ACTIVITIES

The principal activities of the Company are investment holding and securities trading. The principal
activities of the subsidiaries comprise the wholesale and retail of fashion wear and accessories,
provision of telecommunications services, resort and recreational club operations, and investnent
holding, There were no significant changes in the nature of the Group's principal activities during the

yeur.
RESULTS AND DIVIDENDS

The Group’s profit tor the year ended 31 December 2005 and the state of affairs of the Compuny and

the Group at that date are ser out in the financial statemems on pages 27 o 99

The directors do not recommend the pavment of any dividend for the vear ended 31 December 2005
(20044, Nil).

SUMMARY FINANCIAL INFORMATION
A summary of the published results und assets, liabilities and minority interests of the Group for the
last five financiul vears. as extracted from the audited financial statements and reclassified as

appropriate, is set out on page 101 This summary does not form part of the audited financial

statements.

PROPERTY, PLANT AND EQUIPMENT AND INVESTMENT PROPERTIES

Details of movenients in the property, plant and equipment, and investment propertics of the Compuny

and the Group during the vear are set out in notes 13 and 14 1o the financial statements. respectively,
Further detiils of the investment properties are set out on page 100.
DEBENTURES

Particuliars of the club debentures of the Group are set out in note 28 to the financial staements.
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SHARE CAPITAL AND SHARE OPTIONS

There were no movements in either the Company's authorised or issued share capital during the year.
Details of movements in the Company’s share options during the year, together with the reasons

therefor, are set out in note 32 to the financial statements.

PURCHASE, REDEMPTION OR SALE OF LISTED SECURITIES OF THE COMPANY

Neither the Company, nor any of its subsidiaries purchased, redeemed or sold any of the Company's
listed securities during the year.

RESERVES

Details of movements in the reserves of the Company and the Group during the year are set out in
note 33(b) to the financial statements and in the consolidated statement of changes in equity on pages

30 and 31, respectively.
DISTRIBUTABLE RESERVES

At 31 December 2005, the Company had no reserves available for distribution as calculated in
accordance with the provisions of Section 79B of the Companies Ordinance (2004: Nil).

MAJOR CUSTOMERS AND SUPPLIERS

The five largest customers accounted for less than 30% of the Group’s total turnover for the year. The
five largest suppliers accounted for approximately 40% of the Group’s total purchases for the year and

the largest supplier accounted for approximately 10% of the purchases,

None of the directors of the Company or any of their associates or any shareholders (which, to the best
knowledge of the directors, own more than 5% of the Company’s issued share capital) had any

beneficial interest in the Group’s five largest suppliers.
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DIRECTORS
The directors of the Company during the vear were:

EXECUTIVE DIRECTORS:

Mr. Joseph Wing Kong LEUNG (Chairman)
Mr. Tumes C. NG (Chiel Excceutive Ofticer)
Mr. Derek Wi Choi LEUNG

Mr. Wing Tung YEUNG

NON-EXECUTIVE DIRECTOR:

Mr. Ruvmond Wai Pun LAU

INDEPENDENT NON-EXECUTIVE DIRECTORS:
Dr. Cecil Sze Tsung CHAO

Dr. Jen CHEN
Mr. Tun Grant ROBINSON

[n accordance with article 1010 of the Company’s articles of association, Mr. Jaseph Wing Kong LEUNG,
Mr. Wing Tung YEUNG and Dr. Jen CHEN will retire by rotation at the forthcoming annual general
mecting and, being cligible, will offer themselves tor re-clection.

DIRECTORS’ AND SENIOR MANAGEMENT’S BIOGRAPHIES

Biographical details of the directors of the Compuany and the senior management ot the Group are set

oul on pages 8 o 10 of the annual report,

DIRECTORS’ SERVICE CONTRACTS
No director proposed for re-clection at the forthcoming annual gencral mecting has a service coniract

with the Compuny or any of its subsidiaries which is not determinable within one year without paymen

of compensation, other than stautory compensation,

DIRECTORS’ INTERESTS IN CONTRACTS

No director had a muerial interest, either directly or indirectly. in any contract of significance to the

business of the Group to which the Company or anv of its subsidiaries was a party during the vear
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DIRECTOR’S INTEREST IN SHARES

At 31 December 2005, the interest of a director in the shares of the Company or its associated
corporations (within the meaning of Purt XV of the Securities and Futures Ordinance (the “SFO™)), as
recorded in the register required to be kept by the Company pursuant to Section 352 of the SFO, or
as otherwise notified to the Company and The Stock Exchange of Hong Kong Limited (the “Stock
Exchange”) pursuant to the Model Code for Securities Transactions by Directors of Listed Issuers, was

as follows:

Long position in ordinary shares of HK$0.01 each of the Company:

Number of shares Percentage of the

held through a controlled Company’s issued

Name of director corporation share capital
Mr. Joseph Wing Kong LEUNG 200,000 0.012%

Save as disclosed above, as a1 31 December 2005, none of the directors had registered an interest or
short position in the shares, underlying shares or debentures of the Company or any of its associated
corporations that was required to be recorded pursvant (o Section 352 of the SFO, or as otherwise
notified to the Company and the Stock Exchange pursuant to the Model Code for Securities Transactions

by Directors of Listed Issuers.

DIRECTORS’ RIGHTS TO ACQUIRE SHARES OR DEBENTURES

At no time during the year were rights 1o acquire benefits by means of the acquisition of shares in or
debentures of the Company grinted to any director or their respective spouse or minor children, or
were any such rights exercised by them; or was the Company or any of its subsidiuries a party to any

arrangement to enable the directors to acquire such rights in any other body corporate.

SHARE OPTION SCHEMES

Details of the Company’s share option schemes are disclosed in note 32 to the financial statements.

EMOLUMENT POLICY

The emolument policy for the employees of the Group is set up by the Remuneration Committee on

the basis of their merit, qualifications and competence.

The emoluments of the directors of the Company are decided by the Remuneration Committee, having
regard to the Company’s operating results, the directors’ individual performance and comparable market

staustics.,

The Company has adopted share option schemes to provide incentives to executive directors and

employees. The detils of the schemes are set out in note 32 to the financial statements.
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SUBSTANTIAL SHAREHOLDERS’ INTERESTS IN SHARES

At 31 December 2005, the following interests of 3% or more ol the issued share capital of the Compuny
were recorded in the register of interests required to be kept by the Company pursuant to Section 330
of the SFO:

Long positivns i ordinary shares of HK$0.01 each of the Conmpairy:

Percentage

of the

Company’s

Direct Indirect Number of issued share

Name interest interest shares held capital
Diamond Leal Limited 162 88+4.503 — 162,884,503 9.8%
Solution Bridge Limited 408,757,042 — 408,757.0642 24.8%
AMs, Nina KUNG tnote) — 571.642.145 371,042,145 34.0%

Note: - The interest disclosed under Ms. Nina KUNG represents her deomed interests in the shares of (he Company by

vittue of her fnterests o Diamond Leal Limited and Solution Bridge Limited,

Save as disclosed above, as at 31 December 2005, no person had registered an interest in (he shares

of the Compuny that was required to be recorded pursuant 1o Section 336 of the SFO.
CONNECTED TRANSACTIONS

On 26 August 2004, the Company entered into a tenancy agreement (the Old Tenancy Agreement™)
with Hollywood Paluce Company Limited (the "Landlord™), a compuany controlled by a substantial
sharcholder, in respect of the leting of Suites 1502 and 1521 on 131h Floor, Chinachem Golden Plaza,
77 Mody Road, Tsimshatsui East, Kowloon for a term of cight months which commenced on |

September 2004 ar o monthly rent of HKS113.200 with a one month rent-free period.

On 28 April 2003, the Compuny entered into o new tenancy agreement (the "New Tenancey Agreement™)
with the Landlord in respect of the renewal of leases of the same prenises under the Old Tenancy
Agrecment for o term of two years commencing on 1 May 2005 at o monthly rent of HK$145,620 with
a four months rent-free period over the lease term. The New Tenancy Agreement constituted a
continuing connected transaction for the Company under the Rules Governing the Listing of Securities

on the Stock Exchunge (the “Listing Rules™).

The above mentioned continuing connected transaction has been reviewed by the independent non-

executive dircctors of the Company who have confirmed that the transaction has been entered into:
{a) in the ordinary and usual course of business of the Company:
() on normal commercial terms: and

() in accordance with the terms of the New Tenancy Agreement that are fair and reasonahle and in

the interests of the shareholders of the Company as a whole,
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CONNECTED TRANSACTIONS (CONTINUED)

The Company has received from the auditors a letter reporting that the continuing connected

transaction:
(a) has been approved by the Company’s board of directors; and

(h) has been entered into in accordance with the New Tenancy Agreement.

SUFFICIENCY OF PUBLIC FLOAT

As at the date of this report, the Company has maintained the prescribed public float under the Listing
Rules, based on the information that is publicly available to the Company and within the knowledge

of the directors.

AUDITORS

Ernst & Young were first appointed as auditors of the Company in 2004 to fill the vacancy following
the resignation of KPMG.

Ernst & Young retire and a resolution for their reappointment as auditors of the Company will be

proposed at the forthcoming annual general meeting.

On behalf of the board
Joseph Wing Kong LEUNG
Chairman

Hong Kong, 7 April 2006
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CORPORATE GOVERNANCE REPORT

The Company is committed 1o maintain good corporate governance standard and procedures 1o ensure

the integrity. transparency and quality of disclosure in order 10 enhance (the sharcholders” value.
CORPORATE GOVERNANCE PRACTICES

The Stock Exchange has issucd the Code on Corporate Governance Practices {(the *CG Code™) set out
in Appendix 14 of the Listing Rules and the Corporaie Governance Report (the GG Report™) set out
in Appendix 23 of the Listing Rules, which, with once exception, were in foree for the accounting
periods commencing on or after 1 January 2005, The exception is in respect of Code Provision C.2 of
the CG Code on internal controls and the disclosure requirements in the CG Report relating 1o the
Company's internal controls. which will be cffective for the accounting periods commencing on or after

1 July 2005,

in the opinion of the Directors, the Company has complied with the Code Provisions of the CG Code
throughouwt the yvear ended 31 December 20050 except for Code Provision €2 of the CG Code on
internal controls, which are 1o be implemented for the uccounting periods commencing on or after t
July 2005 and the deviations in respect of the service term and the rotation of Directors under Code

Provisions A4.1 and A<4.2 of the CG Code.

Under Code Provision Ad.] of the CG Code, Non-executive Directors should be appointed for a specific
term and subject to re-election. Under Code Provision A4.2 of the CG Code. all Dircctors appointed
to fill casual vacancy should be subject 1o clection by shareholders at the first geoeral mecting atier
their appointment. and every Director. including those appointed for a specific term. should be subject

ta retirement by rotation at least once every three vears.

None of the existing Non-executive and Independent Non-executive Directors of the Company is
appointed for a specific term. However, all of the Non-executive and Independent Non-executive

Directors are subject to retirement by rotation in accordance with the Company’s Articles of Association.

According to the Articles of Association of the Company, any Director appainted to fill o casual vacancy
or as an addition to the Board shall hold office only until the next following annual general meeting
of the Company and shall then be eligible Tor re-clection. Al cach annual general mecting, one-third
of the Dircctors for the nme being. or, if their number is not three or a multiple of three. then the
number nearest one-third, shall retire from office. The Directors (o retire in every vear shall be those
who have been longest in office since their last election but as between persons who became Directors
on the same day those o retire shall (unless they otherwise agree between themselves) be determined
by lot. The retiring Dircetors shall be eligible for re-clection. As there are cight Directors and one-third
of them shall retire subject wo rotation, each Director is effectively appointed under a 1erm of not more
than 3 vears. To align the Articles of Association of the Company with the CG Code, the Company will

propose 1o amend its Articles of Association in the Torthcoming annual general mecting.
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BOARD OF DIRECTORS

(A) BOARD COMPOSITION

(B)

The Board currently comprises four Executive Directors, one Non-executive Director and three

Independent Non-exccutive Directors, serving the important function of guiding the management.

The Board members for the year ended 31 December 2005 were:

Executive Directors

Mr. Joseph Wing Kong LEUNG (Chairman)
Mr. James C. NG (Chief Executive Officer)
Mr. Derek Wai Choi LEUNG

Mr. Wing Tung YEUNG

—

Non-executive Director

Mr. Raymond Wai Pun LAU

Independent Non-executive Directors

Dr. Cecil Sze Tsung CHAO
Dr. Jen CHEN
Mr. Jan Grant ROBINSON

The composition of the Board is reviewed regularly to ensure that it has a good balance of
expertise, skills and experience, which can meet the requirements of the business of the Group.
The Directors™ biographical information is set out on pages 8 and 9.

The composition of the Board, by category of Directors, including names of Chairman, Executive
Directors, Non-executive Director and Independent Non-executive Directors, is disclosed in all

corporate communications.

To the hest knowledge of the Directors, there is no financial, business, family relationship among

our Directors. All of them are free 10 exercise their independent judgment.

CHAIRMAN AND CHIEF EXECUTIVE OFFICER

Mr. Joseph Wing Kong LEUNG serves as the Chairman of the Board and Mr. James C. NG serves
as the Chief Executive Officer of the Group.

The Chairman’s responsibility is to manage the Board and the Chief Executive Officer’s
responsibility is te manage the Group's business. The division of responsibility between the

Chairman and the Chief Executive Officer is clearly defined.

The Chairman is also responsible for ensuring that all Directors are properly briefed on issues

arising at Board meetings and receive adequate and reliable information in a timely manner.
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BOARD OF DIRECTORS (CONTINUED)

{8

(D)

(£

INDEPENDENT NON-EXECUTIVE DIRECTORS

Pursuant o Rules 3.1001) and 3.1002) of the Listing Rules, the Company has appoimed three
Independent Non-executive Directors, of whom Mr. lan Grant ROBINSON hus appropriate

professional qualifications and experience in financial marters,

The Company has received, from cach of the Independent Non-executive Dircctors. an annual
confirmaiion of his independence pursuant 1o Rule 3.13 of the Listing Rules, The Company

considers all of the Independent Noon-executive Divectors to be independent,

APPOINTMENTS, RE-ELECTION AND REMOVAL OF DIRECTORS

The Board as a whole is responsible tor the sclection and approval of candidutes for appointment

o the Board, and does not thesefore establish o nomination commitive.

None of the existing Non-exccutive and Independent Non-executive Directors of the Company is
appoinicd for a specific term. However, all of the Non-executive and Independent Non-executive
Directors are subject (o retirement by rotation in accordance with the Compuany’s Articles of

Associition,

According 1o the Articles of Association of the Company, any Director appointed 1o fill a casual
vacancy or as an addition to the Board shall hold office only until the next {foltowing annual

general meeting of the Company and shall then be cligible tor re-clection.

At cach annual general meeting. one-third of the Directors for the time being. or, i their number
is not three or 1 multiple of three. then the number nearest one-third, shall retive from office. The
Dircctors 1o retire in every year shall be those who have been longest in office since their last
clection but as between persons who became Directors on the same day those 1o retire shall
tunless they otherwise agree between themselves) be determined by lot, The retiring Directors
shall be cligible for re-clection. As there are cight Directors and ane-third of them shall retire
subject o rotation, cuch Director is cffectively appointed under a term of not more than 3 years.
To align the Articles of Association of the Company with the CG Code. the Company will propose

oy amend its Articles of Association in the forthcoming annual general meering,

There wus no change in the composition of the Board during the year ended 31 December 2005,

RESPONSIBILITIES OF DIRECTORS
The Direciors fully appreciate their role and duties as Directors of the Company,

New Dircctors will be given an introduction to the Group’s major business activitics, induction into

their responsibilities and dutics, and other regulatory requirements,

The Compuny Seeretary is responsible for keeping all Directors updated on the Listing Rules and

other relevant regulatory requirements.
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BOARD OF DIRECTORS (CONTINUED)

)

(G)

DIRECTORS’ SECURITIES TRANSACTIONS

The Company has adopted the Model Code for Securities Transactions by Directors of Listed
lssuers (the “Model Code”) set out in Appendix 10 of the Listing Rules as the Company’s code of
conduct for dealings in securities of the Compuany by the Directors. Based on specific enquiry of
all Directors, all Directors have complied with the required standard set out in the Model Code
during the year ended 31 December 2005.

BOARD MEETINGS

The Board meets regularly and held four Board meetings for the year ended 31 December 2005.
The following was an attendance record of the Board meetings for the year ended 31 December
2005:

Attendance
Executive Directors
Mr. Joseph Wing Kong LEUNG (Chairman) 3/4
Mr. James C. NG (Chief Executive Officer) 4/4
Mr. Derek Wai Choi LEUNG 4/4
Mr. Wing Tung YEUNG 4/4
Non-executive Director
Mr. Raymond Wai Pun LAU 3/4
Independent Non-executive Directors
Dr. Cecil Sze Tsung CHAO 0/4
Dr. Jen CHEN 3/4
Mr. lan Grant ROBINSON 4/4

The Directors can attend Board meetings in persons or through other means of electronic
communication in accordance with the Company’s Articles of Association.

The Directors are consulted to include matters for discussion in the agenda of Board meetings.

The Company gives notice of regular Board meetings at least 14 days in advance and reasonable
notice for all other Board meetings.

The agenda and accompanying board papers are circulated not less than three days before the
Board meetings to enable the Directors to make informed decisions on matters 10 be raised at the

Board meetings.

The Directors have full access to the advice and services of the Company Secretary, who is
responsible for providing Directors with board papers and related materials and ensuring that

Board procedures, and all applicable rules and regulations, are followed.
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BOARD OF DIRECTORS (CONTINUED)

() BOARD MEETINGS (CONTINUED)

The Company Secretary s responsible for taking minwes of Bourd mectings, which would he sent
to all Dircctors within g reasonable time after cach mecting and generally be made available for
inspuection by Directors. The minutes record the matters discussed and decisions resolved ar Board

meetings.

Should a potential conflict of interest involving a substantial shareholder or director arise. the
matter is discussed in oan actual Board meeting, as opposed 1o being dealt with by writien
reselution. [ndependent non-executive Directors are present at Board mectings dealing with

conflict issues.

REMUNERATION OF DIRECTORS AND SENIOR MANAGEMENT

The Company estublished the Remuneration Committee in April 20020 In accorduance with the
requirements of the CG Code, the erms of reference of the Remuneration Committee were revised on
15 April 2005 in terms substantially the same as the provisions set out in the Code Provisions of the
CG Code. The revised terms of reference of the Remuneration Committee are available on the

Company's website,

The existing Remuneration Committee of the Company comprises the Chairman of the Company. Mr,
Joseph Wing Kong LEUNG (Chairman of the Remuncration Commitiee? and two Independent Non-
executive Directors, namely. Dr Cecil Sze Tsung CHAQ and Mr. fan Grant ROBINSON,

The principal responsibilities of the Remuneration Conunittee include making recommendations te the
Bouard on the Compuany’s policy and structure for all remuneration of Directors and senior management
and reviewing the specific remuneration packuages of all Executive Dircctors and senior management by
reference 10 corporate goals and objectives resolved by the Board from time 1o time. No Director is

involved in deciding his own remuneration.

The Remuncration Committee shall consult the Chairman and/or the Chief Exccutive Officer abou

their proposals relating o remuneration of other Directors and senior manageneat.

The Remuncrution Comimittee is provided with sutficient resources 1o discharge s duties and can take

independent professional advice at the Companyv's expenses it considered necessary,
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REMUNERATION OF DIRECTORS AND SENIOR MANAGEMENT (CONTINUED)

The Remuneration Committee held one meeting for the year ended 31 December 2005. The following

was an attendance record of the Remuneration Commitiee meeting for the year ended 31 December

2005:

Attendance
Mr. Joseph Wing Kong LEUNG 1/1
Dr. Cecil Sze Tsung CHAO 0/1
Mr, lan Grant ROBINSON 11

During 2005, the Remuneration Committee’s work included:

(i)
(it

Review of remuneration policy of Directors and senior management; and

Recommendation to the Board of the Directors’ fee for 2006.

ACCOUNTABILITY AND AUDIT

A)

(B)

FINANCIAL REPORTING

The Board is responsible for presenting a balanced, clear and comprehensive, assessment of the

Group's performance, position and prospects in all corporate communications.

The Directors shall have full access tao Management for enquiries and to obtain information on the
Group when necessary. The Directors are able to obtain independent professional advice at the

Company’s expenses whenever deemed necessary by the Directors.

The Directors acknowledge their responsibility for preparing the financial statements of the Group.
The statement of the Auditors of the Company about their responsibilities on the financial

statements of the Group is set out in the Report of the Auditors on page 26.

The Directors confirm that, to the best of their knowledge, information and belief, having made
all reasonable enquiries, they are not aware of any material uncertainties relating to events or
conditions that may cast significant doubt upon the Company’s ability to continue as a going

concern.

INTERNAL CONTROLS

The Board has overall responsibilities for maintaining a sound and effective internal control system
to safeguard the shareholders’ investment and the Company's assets. The Board conducts regular

reviews of the Group’s internal control system.
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ACCOUNTABILITY AND AUDIT (CONTINUED}

(C) AUDIT COMMITTEE

The Company established the Audit Committee in January 1999 with reference o "A Guide tor the
Formation of an Audit Committee” issued by the Hong Kong Iastitute of Certified Public
Accountants (formerly known as Hong Kong Society of Accountants), In accordance with the
requirements of the CG Code. the terms of reterence of the Audit Commirntee were revised on 15
April 2005 in terms substantially the same as the provisions set out in the Code Provisions of the
CG Code. The revised terms of reference of the Audit Committee are available on the Compuny's

wehsite.

The existing Audit Comminee of the Company comprises one Non-exccutive Director, AMre. Ravmoend
Wai Pun LAU and three independent Non-executive Directors, namely 1. Cecil Sze Tsung CHAO,
Dr. Jen CHEN and Mre. [an Grant ROBINSON, It is chaired by an Independent Non-excecutive
Dircctor, Mr. lan Grant ROBINSON.

None of the Tour Audit Commitee members is a former pariner of the external auditors one vear

hefore joining the Company,

The principal duties of the Audit Committee include the review and supervision of the Group's
financial reporting system und internal control procedures, review of the Group’s financial

information and oversight of the relationship with the Auditors of the Company,

The Audit Committee is provided with sufficient resources to discharge its duties and can ke

independent professional advice at the Company’s expenses i considered necessary,

For the vear ended 31 December 2003, the Audit Committiee held two meetings, in which the
external auditors were in atendance. The following was an attendance record of the Audit

Commitiee meetings for the year ended 31 December 2005:

Attendance
Mr. lun Grang ROBINSON 2/2
. Cecil Sze I'sung CHAO 1/2
Dr. Jen CHEN 1/2
Mro Raymond Wal Pun LAU 1/2

During 2005, the Audit Committee’s work included:
(i) Review of the Group's interim and annual financial sttements;
(i) Review of the non-audit services provided by the external auditors; and

(iiiy Recommendation to the Board of the reappoinument of Ernst & Young as the Company's

Auditors.

There was no disagreement between the Board and the Audit Commitee on the sclection,

appointmeni, resignation or dismissal of the external auditors,

The Compuany Secretary is responsible for taking minutes of Audit Committee meetings, which

would be sent to all committee members within a reasonable time after each meeting.
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ACCOUNTABILITY AND AUDIT (CONTINUED)

(D) AUDITORS REMUNERATION

For the year ended 31 December 2005, the Group’s external auditors provided the following

services to the Group:

HK$'000

Audit services 1,618
Non-audit services

Pue diligence on potential investments 700

Taxation services 209

Review on connected parties transaction 20

2,547

DELEGATION BY THE BOARD

(A) MANAGEMENT FUNCTIONS

The Board, led by the Chairman, is responsible for formulating overall group strategies and
overseeing the management's performance. Management is responsible for the day-to-day
operations of the Group under the leadership of the Chief Executive Officer.

Matters reserved for Board decision include:

(i Formulation of long-term strategy;

(ii) Approving public announcements;

(iii) Approving material bank facilities;

(iv) Committing to material acquisitions and disposals;
(v) Committing 10 material connected transactions; and

(vi) Reviewing internal control system.

(B) BOARD COMMITTEES

The Board currently has three Board Committees, including two corporate governance related
committees (being the Audit Commitiee and the Remuneration Committee) and the Investment
Commitiee. All Board Committees have clear written terms of reference. Board Committees report

regularly to the Board on their work and findings.
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COMMUNICATION WITH SHAREHOLDERS

(A) EFFECTIVE COMMUNICATION

(B)

In order 1o develop and maintain continuing relationships with the shareholders of the Company,
the Company cstablishes various communication channels to facilitate and  enhance

communication;
(i) interim and annual reports are sent to sharcholders of the Compuny:

(i) the annuval general meeting provides a forum for sharcholders of the Company to raise

comments and exchange views with the Board:
(i) updated and key informuation of the Group is available on the Compuany’s website: and

(iv) the Company's website offers a communication channel between the Company and its

shareholders.

The Chairman and the Directors are available at general meetings to answer questions riaised by
sharcholders of the Company. To fucilitate enforcement of sharcholders™ rights, separate resolutions
are proposed ai general meetings on cach substantially separate issue. including the clection of

individual Dircctors.

The Chairman of the Board. the Chairman of the Audits Committee, the Chairmun of the
Remuneration Committee and all Excoutive Directors attended the 2005 Annual General Meeting

of the Compuny (the “2005 AGM™). The Company’s Auditors also attended the 2005 AGM.

VOTING BY POLL

The procedures for demanding and conducting a poll is disclosed in all the Company's circulurs
to sharcholders accompunying the notice of general mectings. These procedures are also explained

by the chairman of general miectings at the commencement of the meetings,

Voles cast for cach resolution dealt in geaeral meetings are properly counted and recorded.
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REPORT OF THE AUDITORS

Ell ERNST & YOUNG

TO THE MEMBERS
ENM HOLDINGS LIMITED
(Incorporated in Hong Kong with limited liability)

We have audited the financial statements on pages 27 10 99 which have been prepared in accordance

with accounting principles generally accepted in Hong Kong,
RESPECTIVE RESPONSIBILITIES OF DIRECTORS AND AUDITORS

The Companies Ordinance requires the directors to prepare financial statements which give a true and
fair view. In preparing financial statements which give a true and fair view it is fundamental that
appropriate accounting policies are selected and applied consistently. It is our responsibility to form
an independent opinion, based on our audit, on those financial statements and to report our opinion
solely to you, as a body, in accordance with Section 141 of the Companies Ordinance, and for no other
purpose. We do not assume responsibility towards or accept liability to any other person for the
contents of this report.

BASIS OF OPINION

We conducted our audit in accordance with Hong Kong Standards on Auditing issued by the Hong Kong
Institute of Certified Public Accountants. An audit includes an examination, on a test basis, of evidence
relevant to the amounts and disclosures in the financial statements. It also includes an assessment of
the significant estimates and judgements made by the directors in the preparation of the financial
statements, and of whether the accounting policies are appropriate to the Company’s and the Group's

circumstances, consistently applied and adequately disclosed.

We planned and performed our audit so as to obtain all the information and explanations which we
considered necessary in order to provide us with sufficient evidence to give reasonable assurance as
to whether the financial statements are free from material misstatement. In forming our opinion we also
evaluated the overall adequacy of the presentation of informarion in the financial statements. We believe

that our audit provides a reasonable basis for our opinion.

OPINION

In our opinion the financial statements give a true and fair view of the state of affairs of the Company
and of the Group as at 31 December 2005 and of the profit and cash flows of the Group for the year
then ended and have been properly prepared in accordance with the Companies Ordinance.

Ernst & Young
Certified Public Accountants

Hong Kong, 7 April 2006




CONSOLIDATED INCOME STATEMENT

Year ended 31 December 2003

REVENUE

Cost of sales

Gross profit

Other income and gains

Selling and distribution costs

Administrative expenscs

Other operating income/(expenses), net

Fair value change/write-back of deficits
on revaluation of properties

Finance costs

Share of profits and losses of associates

PROFIT BEFORE TAX

Tax
PROFIT FOR THE YEAR

Attributable to:
Equity holders of the Company

Minority interests

DIVIDENDS
EARNINGS PER SHARE ATTRIBUTABLE TO
ORDINARY EQUITY HOLDERS OF THE COMPANY

Basic

Diluted

Nutes

~1

6
10

12

ENM Herldings Limited 2005

2005 2004
HK3$000 JIK S 000
{ Resterled )
242,536 221273
(110,221) (93.510)
132,315 127.763
5,859 17.409
(68,359) {55.408)
(74,041) {80,548)

16,631 {16.781) 5

i
6,397 25011
(969) (377)
(2,883) {3.112)
14,950 12.157
43 159
14,993 12,316
10,923 7.039
4,070 5.277
14,993 12.316
Nil Nil

0.66 cents (.43 cents

N/A N/A
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CONSOLIDATED BALANCE SHEET

31 December 2005

Notes 2005 2004
HKS$'000 HK$'000
(Restated)
NON-CURRENT ASSETS
Property, plant and equipment 13 80,326 74,198
Investment properties 14 109,700 96,200
Prepaid land premiums 15 3,140 3,217
Goodwill 16 6,610 6,610
Interests in jointly-controlled entities 18 —_ —
Interests in associates 19 17,348 0,633
Available-for-sale equity investments/
long term investments 20 35,503 35,489
Total non-current assets 252,627 225,347
CURRENT ASSETS
Inventories 21 34,920 33,910
Trade receivables 22 7,105 11,710
Prepayments, deposits and other receivables 37,407 28,051
Prepaid land premiums 15 77 77
Equity investments at fair value through
profit or loss/short term investments 23 148,736 149,296
Due from an associate 19 — 641
Pledged deposits 24 342 342
Time deposits 24 515,379 531,741
Cash and bank balances 24 29,246 49,266
Total current assets 773,212 805,634
CURRENT LIABILITIES
Trade and other payables 25 55,270 81,819
Interest-bearing bank and other borrowings 26 3,978 6,597
Current portion of debentures 28 1,684 954
Other loans 29 5,230 5,207
Tax payable 5,497 5,436
Total current liabilities 71,659 100,013
NET CURRENT ASSETS 701,553 705,621

TOTAL ASSETS LESS CURRENT LIABILITIES 954,180 930,968
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CONSOLIDATED BALANCE SHEET (CONTINUED)

31 December 2005
NOLes 2005 2004
HKS$'000 HKS 000
(Restorled )
TOTAL ASSETS LESS CURRENT LIABILITIES 954,180 930,968
NON-CURRENT LIABILITIES
Debhentures 28 6,673 8,350
Interest-bearing bunk and other borrowings 26 297 —
Deferred revenue 27.868 20,870
Torl non-current liabilities 34,838 29,420
Net assets 919,342 001,548
EQUITY
Equity attributable to equity
holders of the Company
Issucd cupital 31 16,507 16,307
Reserves 330 871,428 838.859
887,935 875,366
Minority interests 31,407 26,182
Total equity 919,342 901.348
Joseph Wing Kong LEUNG James C. NG
Chairmen Chief Executive Officer
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

Year ended 31 December 2005

Auributable 1o equity holders of the Company

Issued Share Caphial Exchange
share  premium redemption Special Revaluation fluctuation Accumulated Minority Total
capital account reserve reserve reserve reserve losses Total  interests equity
HKS000  HRS$000  HKS000  HKSO00  HKSO00  HEKSO00  HKSO00  HKS000  HESO00  HKS000
(note 31(b)(ii)
At 1 January 2004
As previously reponed 16,507 1189721 {18 808822 B 108 (1LI06.238)  9M3 006 931317
Prior year adjusiment:
HEAS 17
- Separation of the land and
buildings components of
owrer-occupied properties
(notes 2.2(e) & 2.4(b)) - - - - — - (44129 (4129) - (44,129)
As restated 16507 1,189,721 {78 808822 3 2008 (1,150,387) 867,182 0006 887188
Surplus on revaluation (note 13) - - — — 1,349 — - 1,349 899 2,248
Exchange realignment - - - - - (204) - €204) - (204)
Total income and expense
for the year recognised
directly in equity — — — - 1,349 (204) — 1,143 899 2,044
Net profit for the year
(as restated) - - — — — — 7,039 7.039 3,277 12316
At 31 December 2004 16,507 1,189,721 478 808,822 1,382 1804  (1,143,348) 875366 26,182 901,548




AUT January 2005
As previously reported
Prior year adjusiment
Hiax 17
- Seqaraton of the Tand and
bullding: components of
awner-occupied propertics
fhgtes 2 Mol ¢ 2-thii

A tesuted

surplus on revalusiion fnote 131

Changes 1 far value of
avgilable-for-ale equity
RS eI

Impaument recognived in the
income salement

Exchange realigninent
Tot! income and expenses for the
vear recognied divectly in ety

Net profit for the vear

Al 31 December 2005

CONSOLIDATED STATEMENT OF CHANGES IN EQUITY (CONTINUED)

Year ended 31 December 2005

Attributable to equity helders of the Company

ENM Holdings Limiwed 2005

jvailable-for-
sale cyvity
Insued Share Capital investment  Exchange
share  premium  redemption Special Revaluation revaluation  Muctuation Accumulated Minority Total
capital account reserve reserve reserve resene resene losses Total  interests equisy
HRS A HKS O HRY (1K) HES (00 HES 008 1KY i) MESOiK) HES 0l RSO0 HRS (0 HRS000
fnte 310Byn
16.507 1189711 i 522 1382 — Laty  (1L092641) 936,02 Y182 03275
- - - - - - - (30,7060 150.706) — 130.7061
16507 118972 e Ail5.312 1,352 - LR (L HRBS) ETR06 ALY 90158
- - - — AL — - - AR L1533 138"
- - - — — (753 - - 1753) — 1755
- - - - - -3 - - 53 - 5
— — - — — — 156) - 186} - 1361
- - - - 1732 - (50 ) - 1646 1.135 150
- - - - - — — liRY23 10.923 1070 11.993
16,507 1,180.721 78 B0sAR2 3014 - 1718 (L,132423) 887935 A 919342
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CONSOLIDATED CASH FLOW STATEMENT

Year ended 31 December 2005

Notes 2005 2004
HKS$000 HK$ 000
(Restated)

CASH FLOWS FROM OPERATING ACTIVITIES
Profit before tax 14,950 12,157
Adjustments for:

Depreciation 6 7,795 5,548
Amortisation of deferred revenue 6 (400) —
Recognition of prepaid land premiums 6 77 77
Goodwill amortisation and impairment 6 — 2,057
Finance costs 7 969 377
Dividend income from listed investments 5 (4,182) (5,624)
Interest income 3 (19,130) (7.767)
Share of profits and losses of associates 2,883 5,112
Gain on disposal of an associate — (23)
Fair value change/write-back of deficits on revaluation:
Investment properties 6 (3,785) (21,789
Resort and recreational club properties 6 (2,612) (3,822)
Write-back of accrued payables 6 (17,339) (8,017)
Provision/(write-back of provision)
for loans to an associate 6 (4,095) 1,365
Provision for other receivables 6 1,936 8,670
Gain on disposal of items of property,
plant and equipment 6 (29) (333
Impairment of items of property,
plant and equipment ) 242 —
Net realised and unrealised gains
on short term investments 6 — (14,170}
Impairment of long term investments 6 —_ 22,988
Fair vilues losses, net:
Available-for-sale equity investments 0 783 —
Equity investments at fair value through profit or loss 6 4,169 —
Foreign exchange gains, net (1,755) (239
Operating loss before working capital changes {19,523) (3,433)
Increase in inventories (1,010) (3,569)
Decrease in trade receivables 4,605 1,764
Increase in prepayments, deposits and other receivables (3,454) (172)
Decrease in trade and other payables {(11,021) (25,444)
Decrease in amounts due from associates 641 223
Decrease in amounts due to an associate — (2,8606)
Cash used in operations (29,762) (33,497)
Interest received 11,608 7,894
Dividends received from listed investments 1,899 5,624
Hong Kong profits tax refunded 7 328
Overseas taxes refunded/(paid) 97 (13
Net cash outflow from operating activities (16,151) (19,666)




CONSOLIDATED CASH FLOW STATEMENT {CONTINUED)

Net cash outflow from operating activities

CASH FLOWS FROM INVESTING ACTIVITIES
Purchases of items of property, plant and equipment
Purchases of equity investments at fair value
through profit or loss
Deposit paid for an increase in investment
in an associare
Increase in availuble-for-sale equity
invesiments/long term invesimenis
Increase inoan investment in oan associate
Repayments of advances 1o associates
Proceeds from disposal of an associae
Proceeds from disposal of items of property,
plant and equipment
Proceeds from disposal of equity investments at faiy
vilue through profit or loss/short erm investments
Decrease in pledged deposits
Increase in non-pledged time deposits with
original muaturity of more than three months

when acquired
Net cash inflow/(outflow) from investing activities

CASH FLOWS FROM FINANCING ACTIVITIES
New bank loans

Repayment of bank loans

Redemption of debentures

Capital element of finance lease payments

Interest paid
Net cash outflow from financing activities

NET DECREASE IN CASH AND CASH EQUIVALENTS
Cash and cash equivalents at beginning of year
Effect of foreign exchange rate changes, net

CASH AND CASH EQUIVALENTS AT END OF YEAR

ANALYSIS OF BALANCES OF CASH AND
CASH EQUIVALENTS
Cash and bank balances
Non-pledged rime deposits with original marturity of

less than three months when acquired

Noles

Yeur ended 31 December 2005

ENM iloldings Limited 2005

2005 2004
HK$'000 HKS 000
(Resteiled )

(16,151) (19.660)
(8,230) (3,177
(12,915) —
— (2.367)

(798) —
(8,013) —
4,077 281
— 2.150

49 3,136
9,304 7.115
— i7.194
(434,322) 34,132
39,408 12,269
(42,118) (52.352)
(327} (540)
(68) —
(607) (377)
(3,712) 141,000
{454,185) (6.534)
581,007 387,522
7 19
126,829 S81.007
29,246 49,266
97,583 531.741
126,829 381.007
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BALANCE SHEET

31 December 2005

NON-CURRENT ASSETS
Property, plant and equipment
Investment properiies

Interests in subsidiaries

Interests in associates
Total non-current assets

CURRENT ASSETS

Equity investments at fair value through
profit or loss/short term investments

Prepayments, deposits and other receivables

Pledged deposits

Time deposits

Cash and bank balances
Total current assets

CURRENT LIABILITIES
Due to subsidiaries

Trade and other payables
Total current liabilities
NET CURRENT ASSETS

Net assets

EQUITY
Issued capital
Reserves

Total equity

Joseph Wing Kong LEUNG
Chairman

Notes 2005 2004
HK3$000 HK$'000
(Restated)
13 — —
14 122,700 118,200
17 210,400 205,800
19 292 274
333,392 324,280
23 138,980 136,584
9,420 1,448
24 342 342
24 515,379 531,741
24 1,094 5,106
665,215 675,221
17 70,577 77,992
25 3,297 3,352
73,874 81,344
591,341 593,877
924,733 018,157
31 16,507 16,507
33(b) 908,226 901,650
924,733 918,157

James C. NG

Chief Executive Qfficer
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NOTES TO FINANCIAL STATEMENTS

31 December 2005
1. CORPORATE INFORMATION

ENM Holdings Limited is a limited liability company incorporated in Hong Kong. The registered
office of the Company is located at Suite 1302, 15/F, Chinachem Golden Plaza, 77 Mody Road.

Tsimshatsui East, Kowloon, Hong Kong.

During the year. the Group wus involved in the following principal activities:

. wholesale and retail of fashion wear und accessories
. provision of telecommunications seevices

. resort and recreational club operations

. investment holkding and securities trading

2.1 BASIS OF PREPARATION

These financial statements have been prepared in accordance with Hong Kong Financial Reporting
Standurds ("HKFRSs™) (which also include Hong Kong Accounting Stundards ("HKASs™) and
Interpretations) ("HK-Ints™) issued by the Hong Kong Institute of Certified Public Accountants,
accounting principles generally accepted in Hong Kong and the Companics Ordinance. They have
been prepared under the historical cost convention, except for investment properties, certain
leaschold buildings and equity investments, which have been measured at fuir value as further
explained below. These finuncial statements are presented in Hong Kong dollars ("HKS$™) and all

vitlues are rounded to the nearest thousand (HK$ 000y except where otherwise indicated.

Basis of consolidation

The consolidated financial statements include the financial statements of the Company and s
subsidiaries for the yeur ended 31 December 2005, The results of subsidiaries are consolidated
from the dae of acquisiton, being the date on which the Group obtains control, und continue 1o
be consolidated until the date that such control ceases. All significant intercompany transactions

and balunces within the Group are eliminated on consolidation.

Minority interests represent the interests of outside shareholders in the results and net assets of

the Company’s subsidiaries.
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NOTES TO FINANCIAL STATEMENTS

31 December 2005

2.2 IMPACT OF NEW AND REVISED HONG KONG FINANCIAL REPORTING
STANDARDS

The following new and revised HKFRSs affect the Group and are adopted for the first time for the

current year’s financial statements:

HEKAS 1 Presentation of Financial Statements

HEKAS 2 Inventories

HKAS 7 Cash Flow Statements

HKAS 8 Accounting Policies, Changes in Accounting Estimates and Errors
HKAS 10 Events after the Balance Sheet Date

HKAS 12 Income Taxes

HKAS 14 Segment Reporting

HKAS 16 Property, Plant and Equipment

HKAS 17 Leases

HKAS 18 Revenue

HKAS 19 Employee Benefits

HKAS 21 The Effects of Changes in Foreign Exchange Rates

HKAS 23 Borrowing Costs

HKAS 24 Related Party Disclosures

HKAS 27 Consolidated and Separate Financial Statements

HKAS 28 Investments in Associates

HKAS 31 Interests in Joint Ventures

HKAS 32 Financial Instruments: Disclosure and Presentation

HKAS 33 Earnings per Share

HKAS 36 Impairment of Assets

HKAS 37 Provisions, Contingent Liabilities and Contingent Assets

HKAS 39 Financial Instruments: Recognition and Measurement

HKAS 40 Investment Property

HKFRS 2 Share-based Payment

HKFRS 3 Business Combinations

HK({SIC)-Int 21 Income Taxes — Recovery of Revalued Non-depreciable Assets
HK-Int 2 The Appropriate Accounting Policies for Hotel Properties
HK-Int 4 Leases — Determination of the Length of Lease Term in respect of

Hong Kong Land Leases

The adoption of HKASs 2, 7, 8, 10, 12, 14, 16, 18, 19, 21, 23, 27, 28, 31, 33 and 37, HK(SIC)-Int
21 and HK-Int 4 hus had no material impact on the accounting policies of the Group and the

Company and the methods of computation in the Group’s and the Company’s financial statements.

HKAS 1 has affected the presentation of minority interests on the face of the consolidated balance
sheet, consolidated income statement, consolidated statement of changes in equity and other

disclosures.

HKAS 24 has expanded the definition of related parties and affected the Group’s related party

disclosures.
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NOTES TO FINANCIAL STATEMENTS

31 December 2005

2.2 IMPACT OF NEW AND REVISED HONG KONG FINANCIAL REPORTING
STANDARDS (CONTINUED)

The impact of adopting the other HKFRSs by the Group is summarised as follows:

()

HKAS 32 and HKAS 39 - Financial Instruments

In prior years, the Group classified its investments in equily securities intended to be held
for continuing strategic or long term purposes as investment securities, within long term
investments, and stated these investments at cost less any impairment losses on an individual
investment basis. Other long ternn investments in equity securities intended to be held on a
long term basis but without specific documented purpose were stated ac their tfair values, on
an andividual investment basis. and classified as other securities, also within long ierm
investments, and the gains or losses arising (rom changes in the fair values of such securities

were credited or charged 1o the income statement in the vear in which they arose.

Upon the adoption of HKASs 32 and 39, these sccurities are classified as avatiable-for-sale
investments. Availuble-for-sule investments are those non-derivative investments in listed and
unlisted cquity securities that are designated as available for sule or are not classitied in any
of the other categories of financial assets as defined in HKAS 39, After initial recognition, «ach

available-for-sale investment is measured at fair value with gains or losses recognised as a

separare component of equity until the investment is sold, collected or otherwise disposed of

or until the investment is determined to be impaired ar which time the cumulative gain or
loss previously reported in equity is included in the income statement. When the fair value
of unlisted cquity securitics cannot be reliably measured because (1) the variability in the
range of reasonable fair value estimates s significant for that investment, or (23 the
prohabilities of the various estimates within the range cannot be reasonably assessed and

used in estimating fair value, such securities are stated at cost less impairment losses,

[n prior years. the Group classified its investments in equity securitics for trading purposes
as short term investmenis, und were stated at their fair values on an individual basis with
gains and losses recognised in the income statement. Upon the adoption of HKAS 39, these
securities held by the Group at 1 January 2005 are designated as financial assets at fair value
through protit or loss under the transitional provisions of HKAS 39 and accordingly are stated

at fair value with gains or losses being recognised in the income statement.

The adoption of HKAS 39 has not resulted in any change in the measurement of the Group's

investmeints in equity securities.
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NOTES TO FINANCIAL STATEMENTS

31 December 2005

2.2 IMPACT OF NEW AND REVISED HONG KONG FINANCIAL REPORTING
STANDARDS (CONTINUED)

(b) HKAS 40 - Investment Property and HK-Int 2 - The Appropriate Accounting Policies for
Hotel Properties

Changes in accounting policies relating to invesunent properties are as follows:

(D

(i)

Changes in the fair values of investment properties

In prior years, changes in the fair values of investment properties were dealt with as
movements in the investment property revaluation reserve. If the total of this reserve was
insufficient to cover a deficit, on a portfolio basis, the excess of the deficit was charged
to the income statement. Any subsequent revaluation surplus was credited to the income

statement to the extent of the deficit previously charged.

Upon the adoption of HKAS 40, gains or losses arising from changes in the fair values
of investment properties are included in the income statement in the year in which they

arise.

The adoption of HKAS 40 has had no effect on the Group’s consolidated income
statement and opening balances of accumulated losses as at 1 January 2005 and 2004
since the Group recorded net revaluation deficits in prior years and had no investment

revaluation reserve at these dates.

Reclassification of resort and recreational club properties

In prior years, all resort and recreational club properties of the Group were classified
separately from investment properties and were stated at valuation less accumulated
depreciation and any impairment losses. Changes in the fair values of resort and
recreational club properties were dealt with as movements in the revaluation reserve. If
the totzl of this reserve was insufficient to cover a deficit, on an individual basis, the
excess of the deficit was charged to the income statement. Any subsequent revaluation
surplus was credited to the income statement to the extent of the deficit previously
charged. Upon the disposal of a revalued asset, the relevant portion of the revaluation
reserve realised in respect of previous valuations was transferred to accumulated losses

a5 a movement in reserves.

Upon the adoption of HKAS 40 and HK-Int 2, only owner-managed properties are
regarded as owner-occupied properties and stated at valuation less accumulated
depreciation and any impairment losses. On the other hand, if a property owner's
position is, in substance, be that of a passive investor and is not significantly exposed
to the cash flows generated by the property, the property is distinguished from owner-

occupied properties and is classified as an investment property.

The adoption of HKAS 40 and HK-Int 2 has resulted in the reclassification of the Group’s
resort and recreational club properties located in Shanghai, Mainland China, as
investment properties. The effects of this change in accounting policy are summarised
in note 2.4 to the financial statements, In accordance with HKAS 40 and HK-Int 2,

comparative amounis have been restated.
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NOTES TO FINANCIAL STATEMENTS

31 [ecember 2005

2,2 IMPACT OF NEW AND REVISED HONG KONG FINANCIAL REPORTING
STANDARDS (CONTINULED)

(o)

(d)

HKFRS 2 - Share-based Pavment

In prior vears, no recognition and measurement of share-based transactions in which
employees (including exceutive directors) were granted share options over shares in the
Compuny were required until such options were exercised by emplovees, at which time the

share capital and share premium were credited with the proceeds received.

Upon the adoption of HKFRS 2. when employees (including executive directors) render
services as considleration for equity instruments Cequitv-settled transuactions™), the cost of the
cquitv-settled transactions with emplovees is measured by reference to the fair value at the

date at which the instruments are granted.,

The cost of equity-settled transactions is recognised. together with a corresponding increase
in equity, over the period in which the performance and/or service conditions are fulfilled,
ending on the date on which the relevant emplovees become fully entitled to the award (the
“vesting date”). The cumulative expense recognised for equitv-settled trunsuactions at each
balunce sheet date until the vesting date reflects the extent to which the vesting period has
expired and the Group's best estimate of the number of equity instruments thar will ultimately
vest, The charge or credit to the income statement for a period represents the movement in

cumulative expense recognised as at the heginning and end of period.

Any dilutive effect of owtstanding options is reflected as additional share dilution in the

computation of carnings per share.

The Group has adopted the transitional provisions of HKFRS 2 under which the new
recognition and measurement policies have not been applied to options granted 1o employees
on or before 7 November 2002, The adoption of HKFRS 2 has had no effect on the Group's
consolidated income statement and accumulated losses since all outstunding options of the

Group were granted to employvees before 7 November 2002,

Details of the employee share option schemes of the Group are set out in note 32,

HKERS 3 - Business Combinations and HKAS 36 - Impairment of Assets

In prior vears, goodwill arising on acquisitions prior 1o | January 2001 was eliminated against
the conselidated capital reserves in the year of acquisition and was not recognised in the

income statement until disposal or impairment of the acquired businesses.

Goodwill arising on acquisitions on or after 1 January 2001 wus capitalised and amortised on
the straight-line basis over its estimated useful life and was subject to impairment testing

when there was any indication of impairment.

The adoption of HKFRS 3 and HKAS 30 has resulted in the Group ceasing annual goodwill
amortisation and commencing testing for impairment at the cash-generating unit level
annually (or more frequently if events or changes in circumstances indicate that the carrving
value may be impaired). Any impairment loss recognised for goodwill is not reversed in a

subsequent period.
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NOTES TO FINANCIAL STATEMENTS

31 December 2005

2,2 IMPACT OF NEW AND REVISED HONG KONG FINANCIAL REPORTING
STANDARDS (CONTINUED)

(d) HKFRS 3 - Business Combinations and HKAS 36 - Impairment of Assets (Continued)

(e)

The transitional provisions of HKFRS 3 have required the Group to eliminate at 1 January 2005
the carrying amounts of accumulated amortisation with 2 corresponding adjustment to reduce
the cost of goodwill. Goodwill previously eliminated against the consolidated capital reserves
remains eliminated against the consolidated capital reserves and is not recognised in the
income statement when all or part of the business to which the goodwill relates is disposed

of or when a cash-generating unit to which the goodwill relates becomes impaired.

The effects of the above changes are summarised in note 2.4 to the financial statements. In
accordance with the transitional provisions of HKFRS 3, comparative amounts have not been
restated.

HKAS 17 - Leases

In prior years, all leasehold land and buildings of the Group held for own use as well as its
owner-occupied recreational club located in Hong Kong, included within the “resort and
recreational club properties” category of property, plant and equipment, were stated at
valuation less accumulated depreciation and any impairment losses. Depreciation was

generally recognised over the terms of the leases,

Upon the adoption of HKAS 17, the Group's leasehold interest in the recreational cJub located
in Hong Kong is separated into its leasehold land and buildings, The leasehold land is
classified as an operating lease since the ownership title to the land interest is not expected
to pass to the Group by the end of the lease term, and is reclassified from preperty, plant
and equipment to prepaid land premiums, while the buildings continue to be included within
the “resort and recreational club properties” category of property, plunt and equipment and
is stated at valuation, as determined using depreciated replacement costs basis, less
depreciation and any impairment losses. Prepaid land premiums for land lease payments
under operating leases are initially stated at cost and subsequently amortised on the straight-
line basis over the lease term. In respect of the lease payments for interests in leasehold land
and buildings which cannot be allocated reliubly between the land and building elements at
inception, the entire lease payments are included as finance leases and have continued to be

stated at valuation less accumulated depreciation and any impairment losses.

The effects of the above changes are summarised in note 2.4 below. In accordance with HKAS

17, comparative amounts have been restated.
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NOTES TO FINANCIAL STATEMENTS

31 December 2005

2.3 IMPACT OF ISSUED BUT NOT YET EFFECTIVE HONG KONG FINANCIAL

REPORTING STANDARDS

The Group has not applicd the following new and revised HKEFRSs, that have been issued but are
not vel effective. in these financial statements. Unless otherwise stated, these HKFRSs are effective

for annual periods beginning on or after 1 January 2000:

HEKAS T Amendment Cupital Disclosures
HEAS 19 Amendment Actuarial Gains and Losses. Group Plans and Disclosures
HKAS 21 Amendment Net Investment in o a Foreign Operation
HKAS 39 Amendment Cash Flow Hedge Accounting ol Forecast [ntragroup Transactions
HKAS 39 Amendment The Fair Value Option
HKAS 39 &
FIKFRS 4 Amendments Finuncial Guarantee Contructs
HKFRSs 1 & 6 Amendments First-time Adoption of Hong Kong Financial Reporting Stundards

and Exploration for und Eviluation of Mineral Resources
HKFRS 6 Explorations for and Evaluation of Mineral Resources
HKFRS 7 Financial Instruments: Disclosuvres
HEFRIC)-Int 4

Determining whether an Arrangement contains o Lease

HRKOFRIC-1nt 5 Rights to Interests arising from Decommissioning. Restoration and
Environmental Rehabilitation Funds

HE(FRIC)-Int 6 Liabilities arising from Participating in a Specific Market - Waste
Electrical and Electronic Equipment

HECIFRIC)-Int 7 Applving the Restatement Approach under HKAS 29 Financial

Reporting und in Hyperinfltionary Economies

The HKAS | Amendment shall be applied for annual periods beginning on or after | fanuary 2007,
The revised standard will atfect the disclosures about qualitative information about the Group's
objective, palicies and processes for managing capital; quantitiive data about what the Company
regards as capital: and compliance with any capital requirements and the consequences of any

non-comphiance.

HKFRS 7 will incorporate the disclosure requirements ol HKAS 32 relating 1o linanciad instruments.

This HEFRS shalt be applicd for annual periods beginning on or after 1 January 2007,

In accordance with the amendments to HKAS 39 regarding financial guaraniee contracts, financial
guaranice contracts are initdally recognised at fair value and are subsequently measured at the
higher of (i) the amount determined in accordunce with HRKAS 37 and (i) the amount initally
recognised. less. when appropriate. cumulative amortisaiion recognised in accordance with HKAS
L8,

The HKAS 19 Amendment, HRKAS 39 Amendment regarding cash flow hedge accounting of forecast
intragroup transactions, HRKFRSs 1 and 6 Amendments, HKFRS 6. HROIFRIC)-Int 5 and HK(IFRIC)-
Int 6 do not apply 1o the activities of the Group., HK(IFRIC)-Int 7 shall be applied for annual

periods beginning on or after 1T March 2000.
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NOTES TO FINANCIAL STATEMENTS

31 December 2005

2.3 IMPACT OF ISSUED BUT NOT YET EFFECTIVE HONG KONG FINANCIAL
REPORTING STANDARDS (CONTINUED)

2.4

Except as stated above, the Company expects that the adoption of the other pronouncements listed

above will not have any significant impact on the Group's financial statements in the period of

initial application.

SUMMARY OF IMPACT OF CHANGES IN ACCOUNTING POLICIES

(@

(b)

Effect on the consolidated balance sheet

HKAS 40 and
HK-Int 2-
Reclassification land and buildings

HEKAS 17-
Separation of the
of resort and components of

recreational club owner-occupied

{(Increase/(decrease)) properties properties
HES 000 HE$'000
(note 2.2(b)(it) {note 2.2(e))
Al 1 January 2005
Property, plant and equipment (92.000) (54,000
Investment properties 92,00 -
Goodwil — -
Prepaid land premiums - 3,294
Accumulated losses — 50,706
At 31 December 2005
Property, plant and equipment (105,000) (56,800)
Investment properties 105,000 -
Goodwill - -
Prepaid land premiums - 3,217
Accumulzated losses - 53,583

Effect on the opening balances of accumulated losses

HKFRS 3-
Discontinvation
of amortisation

of goodwill
HKS GO0
{note 2.2(d))

352

(352)

Total
HK3 060

(146,000
92,000
3,294
30,706

(161,800)
105,000
352
3,217
53,231

Increase in

accumulated losses

Note
At 1 January 2004
HKAS 17 - Separation of the land and buildings
components of owner-occupied properties 2.2(e)
At 1 January 2005
HKAS 17 - Separation of the land and buildings
components of owner-occupied properties 2.2(e)

HK$000

44,129

50,706
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NOTES TO FINANCIAL STATEMENTS

31 December 2005
2.4 SUMMARY OF IMPACT OF CHANGES IN ACCOUNTING POLICIES (CONTINUED)

(¢) Effect on the consolidated income statement

HKAS 40 and  HKAS 40 and

HB-Int 2- HE-Int 2 HKAS 13- HKAS 17-
Decrease in Decrease in HKAS 17- Decrease in -~ Amortisation
depreciation of wtite-hack HKERS 3- Decrease in write-back of prepaid
resort and  of deficiss on  Discontinuation  depreciation of  of deficits on  land premiumy
recreational club  revaluation of of amortisatien owner-occupied  revaluation of for land
Increase/(decrease) in profit properties properties of goodwill properties properties  lease payments Total
ARS T HRS 00 FRS T HE vl HES 000 HARS 000 HES T
trote 2 2thy Tnede 2 2th)) ple 2 )i frote 2 Jien e 2 et fuote 2. el !
Year ended 31 December 2005
Other operating income/
(expenses), net 5,111 — 32 1,271 - {77) 6,957
Write-back of deficits on
revaluation of properties - (5,111) - - {4.071) - (9.182)
Net decrease in profit (2525)
Decrease in basic earnings per share (0.15) cents
Decrease in diluted earnings per share NA
Year ended 31 December 200+
Other aperaiing income {eapensest, net 1631 - — 1038 - i 359
Write-back of deficits on
revaludtion of properties - 12,631 - - (7338t - 110.1691
Net deccease it profie 1657)
Decrease in basic varings per share {11407 cents
Decrease in diluted earings per <hare MA
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NOTES TO FINANCIAL STATEMENTS

31 December 2005
2.5 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Subsidiaries

A subsidiary is a company, other than a jointly-controlled entity, in which the Company, directly
or indirectly, controls more than half of its voting power or issued share capital or controls the
composition of its hoard of directors; or over which the Company has a contractual right to

exercise 4 dominant influence with respect to that entity’s operation and financial policies.

The results of subsidiaries are included in the Company’s income statement to the extent of
dividends received and receivable. The Company’s interests in subsidiaries are stated at cost less

any impairment losses.

Joint ventures

A joint venture is an entity set up by contractual arrangement, whereby the Group and other
parties undertake an economic activity. The joint venture operates as a separate entity in which

the Group and the other parties have an interest.

The joint venture agreement between the venturers stipulates the capital contributions of the joint

venture parties, the duration of the joint venture entity and the basis on which the assets are to
be realised upon its dissolution. The profits and losses from the joint venture's operations and any
distributions of surplus assets are shared by the venturers, either in proportion to their respective

capital contributions, ot in accordance with the terms of the joint venture agreement.
A joint venture is treated as:

(a) a subsidiary, if the Group, directly or indirectly, controls more than half of its voting power
or issued share capital or controls the compaosition of its board of directors;

(b) a jointly-controlled entity, if the Group does not have unilateral control, but has joint control,

directly or indirectly, over the joint venture;

(c) an associate, if the Group does not have unilateral or joint contrel, but holds, directly or
indirectly, generally not less than 20% of the joint venture's registered capital and is in a

position to exercise significant influence over the joint venture; or

(d) an equity investment accounted for in accordance with HKAS 39, if the Group holds, directly
or indirectly, less than 20% of the joint venture’'s registered capital and has neither joint

control of, nor is in a position to exercise significant influence over, the joint venture.

Jointly-controlled entities

A jointly-controlled entity is a joint venture that is subject to joint control, resulting in none of the
participating parties having unilateral control over the economic activity of the jointly-controlled

entity.

The Group’s share of the post-ucquisition results and reserves of jointly-controlled entities is
included in the consolidated income statement and consolidated reserves, respectively. The
Group's interests in jointly-controlled entities are stated in the consolidated balance sheet at the

Group’s share of net assets under the equity method of accounting, less any impairment losses.
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NOTES TO FINANCIAL STATEMENTS

31 December 2005

2.5 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Associates

An associate is an entity. not being a subsidiary or a jointly-controlled entity. in which the Group
has o long term interest of generally not less than 208 of the equity voling rights and over which

it is in a position to exercise significant influence.

The Group's share of the post-acquisition results and reserves of associates is included in the
consolidated income statement and consolidated reserves, respectively. The Group's interests in
associates are stated in the consolidated balance sheet at the Group's share of net assets under

the equity method of accounting, less any impairment losses.

The results of associates are included in the Company’s income statement to the exient of

dividends received and receivable. The Company's interests in associates are treated as non-current

assets and are stated at cost less any impairment losses,

Goodwill

Goodwill arising on the acquisition of subsidiaries represents the excess of the cost of the business
combination over the Group's interest in the net fair value of the acquirees’ tdentifiable assets

acquired, and liahilitics and conmtingent liabilities assumed as at the date of acquisition.

Goodwill on acquisitions for which the agreement date is on or after 1 January 2005

Goodwill arising on acquisition is recognised in the consolidated balunce sheer as an assct. initially

measured at cost and subsequently at cost less any accumulated impairment losses,

The carrying amount of goodwill is reviewed for impairment annueally or more frequently if events

or changes in circumstances indicate thar the carrving value may be impaired.

For the purpose of impairment testing, goodwill acquired in 2 business combination is. from the
acquisition date, allocated to cach of the Group's cush-generating units, or groups of cash-
generating units. that are expected to benefit from the synergies of the combination, irrespective
of whether other assets or labilities of the Group are assigned to those units or groups of units.

Each unit or group of units to which the goodwill is so allocared:

. represents the lowest level within the Group at which the goodwill is monitored for internal

Minagement purpoOses, and

. is not larger than o segment based on cither the Group's primary or the Group’s secondary

reporting format determined in accordance with HKAS 14 “Segment Reporting™.

Impairment is determined by assessing the recoverable amount of the cash-generating unit (group
of cash-generating unirs), to which the goodwill relates. Where the recoverable amount of the
cash-generating unit (group of cash-generating units) is less than the carrying amount. an

impairment loss is recognised.

(45|
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NOTES TO FINANCIAL STATEMENTS

31 December 2005

2.5 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Goodwill (Continued)

Where goodwill forms part of a cash-generating unit (group of cash-generating units) and part of
the operation within that unit is disposed of, the goodwill associated with the operation disposed
of is included in rthe carrying amount of the operation when determining the gain or loss on
disposal of the operation. Goodwill disposed of in this circumstance is measured based on the

relative values of the operation disposed of and the portion of the cash-generating unit retained.
An impairment loss recognised for goodwill is not reversed in a subsequent period.
Goodwill previously eliminated against the consolidated reserves

Prior to the adoption of SSAP 30 “Business Combinations” in 2001, goodwill arising on acquisition
was eliminated against the consolidated capital reserves in the year of acquisition. On the adoption
of HKFRS 3, such goodwill remains eliminated against the consolidated capital reserves and is not
recognised in profit or loss when all or part of the business to which the goodwill relates is

disposed of or when a cash-generating unit to which the goodwill relates becomes impaired.

Impairment of assets

Where an indication of impairment exists, or when annual impairment testing for an asset is
required (other than inventories, financial assets, investment properties and goodwill), the asset’s
recoverable amount is estimated. An asset’s recoverable amount is calculated as the higher of the
assel’s or cash-generating unit’s value in use and its fair value less costs (o sell, and is determined
for an individual asset, unless the asset does not generate cash inflows that are largely independent
of those from other assets or groups of assets, in which case, the recoverable amount is determined

for the cash-generating unit te which the asset belongs.

An impairment loss is recognised only if the carrying amount of an asset exceeds its recoverable
amount. In assessing value in use, the estimated future cash flows are discounted to their present
value using a pretax discount rate that reflects current market assessments of the time value of
money and the risks specific to the asset. An impairment loss is charged to the income statement
in the period in which it arises, unless the asset is carried at a revalued amount, in which case
the impairment loss is accounted for in accordance with the relevant accouniing policy for that

revalued asset.

An assessment is made at each reporting date as 1o whether there is any indication that previously
recognised impairment losses may no longer exist or may have decreased. If such indication exists,
the recoverable amount is estimated. A previously recognised impairment loss of an asset other
than goodwill is reversed only if there has been a change in the estimates used to determine the
recoverable amount of that asset, however not to an amount higher than the carrying amount that
would have been determined (net of any depreciation/amortisation), had no impairment loss been
recognised for the asset in prior years. A reversal of such impairment loss is credited to the income
statement in the period in which it arises, unless the asset is carried at a revalued amount, in which
case the reversal of the impairment loss is accounted for in accordance with the relevant

accounting policy for that revalued asset.
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2.5 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Related parties
A party is considered to be related 1o the Group if:

{2) the party, dircctly or indirectly through one or more intermediaries. (i) controls, is controlled
by, or is under common control with, the Group; (1) has an interest in the Group thut gives

it significant influence over the Group: or (iil) has joint control over the Group:

(b the party is an associuate:

(¢)  the party is a jointly-controlled entity,

(ch the party is a2 member of the key management personnel of the Group or its parent:
{¢) the party is 2 close member of the fumily of any individual referred to in (a) or «d):

(£) the party is an entity that is controlled, jeintly controlled or significantly influenced by ar for
which significant voting power in such ontity resides with, directly or indirectly, any

mdividual referred 1o in (dy or {e): or

(g) the party is a post-emplovment benefit plan for the benefit of employees of the Group, or

of any entity that is a retated pary of the Group.

Property, plant and equipment and depreciation

Property. plant and equipment, are stated at cost or valuation less accawmulated depreciation and
any impairment losses, The cost of an item of property, plant and equipment comprises its
purchase price and any directly attributable costs of bringing the asset to its working condition
and location for its intended use. Expenditure incurred zafrer items of property. plant and
cquipment have been put into operation, such as repairs and maintenance, is normally charged
to the income statement in the period in which it is incurred. In sitvations where it can be clearly
demonstrated that the expenditure has resulted in an increase in the future economic benefits
expected to be obtained from the use of an item of property, plant and equipment. and where
the cost of the item can be measured reliably. the expenditure is capitalised as an additional cost

of that asset or as a replacement.

aluations are performed frequently enough to ensure that the fair value of a revalued asset does

not differ materially from its carrying amount.

Changes in the values of property. plant and equipment are dealt with as movements in the asset
revaiuation reserve. If the total of this reserve is insufficient to cover a deficit. on an individual
asset basis, the excess of rthe deficit is charged to the income statement. Any subsequent
revaluation surplus is credited to the income statement to the extient of the deficit previously
charged. On disposul of a revalued asset. the relevant portion of the revaluation reserve reualised

in respect of previous valuations is ransferred 1o accumulated losses as 1 movement In reserves.
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2.5 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Property, plant and equipment and depreciation (Continucd)

Depreciation is calculated on the straight-line basis to write off the cost or valuation of each item

of property, plant and equipment to its residual value over its estimated useful life:

Leasehold land and buildings (norel Over the remaining lease terms
Resort and recreational club properties Over the remaining lease terms
Leasehold improvements Over the shorter of the remaining

lease terms and 5 to § years
2

Furniture, fixtures and equipment to 7 years
Communications egquipment 6 years
Motor vehicles 3 to 5 years

Note: These represent buildings siiuated on leasehold land where the fair values of the leasehold interests in the
land and buildings elements cannot be separated reliably at the inception of the respective leases.

Where parts of an item of property, plant and equipment have different useful lives, the cost or
valuation of that item is allocated on a reasonable basis among the parts and each part is

depreciated separately,

Residual values, useful lives and the depreciation method are reviewed, and adjusted if

appropriate, at each balance sheet date.

An item of property, plant and equipment is derecognised upon disposal or when no future
economic benefits are expected from its use or disposal. Any gain or loss on disposal or retirement
recognised in the income statement in the year the asset is derecognised is the difference between

the net sales proceeds and the carrying amount of the relevant asset.

Investment properties

Investment properties are interests in land and buildings (including the leasehold interest under
an operating lease for property which would otherwise meet the definition of an investment
property) held to earn rental income and/or for capital appreciation, rather than for use in the
production or supply of goods or services or for administrative purposes; or for sale in the
ordinary course of business. Such properties are measured initially at cost, including transaction
costs. Subsequent to initial recognition, investment properties are stated at lair value, which

reflects market conditions at the balance sheet date.

Gains or losses arising from changes in the fair values of investment properties are inciuded in

the income statement in the year in which they arise.

Any gains or losses on the retirement or disposal of an investment property are recognised in the

income statement in the year of the retirement or disposal.
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2.5 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Leases

Leases that transfer substantially all the rewards and risks of ownership of assets to the Group.
other than legal title, are accounted for as finance leases. At the inception of 4 finance lease, the
cost of the leased asset s capitalised a1 the present value of the minimum lease payments and
recorded together with the obligation, excluding the interest element, to reflect the purchase and
financing. Assets held under capitalised finance leases are included in property. plant and
equipment, and depreciated over the shorer of the lease terms and the estimated useful lives of
the assets. The finance costs of such leases are charged to the income statement so as o provide

4 constant periodic rate of charge over the lease terms.

Assets acquired through hire purchase contracts of a financing nature are accounted for as finance

leases, but are depreciated over their useful lives.

Leases where substantially all the rewards and risks of ownership of assets remain with the lessor
are accounted for as operating leases. Where the Group is the lessor, assets leased by the Group
under operating leases are included in non-current assets, and rentals receivable under the
operating leases are credited to the income statement on the straight-line basis over the leasce
terms. Where the Group is the lessee, rentals payvable under the operating leases net of any
incentives received from the lessor are charged to the income statement on the straight-line basis
over the lease terms. Contingent rentals are charged to the income statement for the period in

which they are incurred.

Prepaid land premiums under operating leases are initially stated at cost and subsequently
recognised on the straight-line basis over the lease terms. When the fease payvments cunnot be
allocated reliably berween the land and buildings elements, the entire lease pavments are included

in the cost of the land and buildings as a finance lease in property, plant and equipment.

Investments and other financial assets
Applicable to the year ended 31 December 2004

The Group classified its equity investments. other than subsidiaries, associates und jointly-

controlled entities, as long term investments and short ternn investments.

Long term investments

Long term investments in listed and unlisted equity securities, intended 1o be held for a continuing
strategic and long term purpose, are stated at cost less any impairment losses, on an individual
investment basis. and classified as investment securities. When a decline in the fair value of an
investment sccurity below its carrying amount has occurred, unless there is evidence that the
decline is temporary, the carrving amount of the security is reduced to its fair value, as estimated
by the directors. The amount of the impairment is charged 1o the income statement for the period
in which it arises. When the circumstances and events which led to the impairment in value cease
to exist and there is persuasive evidence that the new circumstances and cvents will persist for
the foreseeable future, the amount of the impairment previously charged is credited to the income

starement to the extent of the amount previously charged.
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31 December 2005
2.5 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Investments and other financial assets {Continued)

Long term investments (Continued)

Other long term investments in listed and unlisted equity securities, intended to be held on a long
term basis but without specific documented purpose, are stated at their fair values at the balance
sheet date, on an individual investment basis, and classified as other securities. The fair values of
such listed securities are their quoted market prices at the balance sheet date and the fair values
of such unlisted securities are estimated by the directors. The gains or losses arising from changes
in the fair values are credited or charged to the income statement in the vear in which they arise.

Short term investments

Short term investments in listed equity securities, intended to be held for trading, are stated at their
fair values at the bhalance sheet date, on an individual investment basis. The fair values of such
listed securities are their quoted market prices at the balance sheet date. The gains or losses arising
from changes in rhe fair values of such securities are credited or charged to the income statement

in the year in which they arise.

Applicable to the year ended 31 December 2005:

Financial assets in the scope of HKAS 39 are classified as financial assets at fair value through
profit or loss, loans and receivables, or available-for-sale financial assets, as appropriate. When
financial assets are recognised initially, they are measured at fair value, plus, in the case of
investments not at fair value through profit or loss, directly attributable transaction costs. The
Group derermines the classification of its financial assets after initial recognition and, where

allowed and appropriate, re-evaluates this designation at the balance sheet date.

All regular way purchases and sales of financial assets are recognised on the trade date, i.e., the
date that the Group commits to purchase the asset. Regular way purchases or sales are purchases
or sales of financial assets that require delivery of assets within the period generally established

by regulation or convention in the marketplace.

Financital assets at fair value through profit or loss

Financial assets classified as held for trading are included in the category “financial assets at fair
value through profit or loss”, Financial assets are classified as held for trading if they are acquired
for the purpose of sale in the near term. Gains or losses on investments held for trading are

recognised in the income statement.

Loans and receivables

Loans and receivables are non-derivative financial assets with fixed or determinable payments that
are not quoted in an active market. Such assets are carried at amortised cost using the cffective
interest method. Gains and losses are recognised in the income statement when the loans and

receivables are derecognised or impaired, as well as through the amortisation process.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Investments and other financial assets (Continued)

Available-forsale financial assets

Available-tor-sale financial assets are non-derivative financial assets in listed and unlisted equity
securitics that are designated as available for sale or are not classified in any of the other two
categories, After initial recognition, availuble-for-sale financial assets are measured ac fair value.
with gains or losses recognised as a separate componeni of equity until the investment s
derecognised or until the investment is determined 10 be impaired. at which time the cumulative

gain or loss previously reported in equity is included in the income statement.

When the fair value of unlisted equity sccuritics cannot be reliably measured because (a) the
variability in the runge of reasonable fair value estimates is significant for that invesiment or {b)
the probabilitics of the various estimates within the runge cannot be reasonably assessed and used

in estimating fair value, such securities are stared at cost less any impaicment losses.

Fair value

The fuair value of investunents that are actively iraded in organised financial markets is determined
by reference to quoted market bid prices at the close of business on the bulance sheet date, For
invesoments where there is no active market, fair value is determined using valuation techniques.
such techniques include using recent arnv's length market transactions: reference to the current
market value of another instrument, which is substantially the saume: a discounted cash flow

analvsis: and option pricing modcels.

Impairment of finuncial assets (applicable to the vear ended 31 December 2003)

The Group assesses at each balance sheet date whether there is any objective evidence that a

financial asset or group of financial assets is impaired.

Assets carvied at amoartised cost

If there is objective evidence that an impairment loss on loans and receivables carried ai amortised
cost has been incurred, the amount of the loss is measured as the difference between the asset’s
carrving amount and the present value of estimated future cash flows texcluding future credit
losses that have not been incurred) discounted at the financial assets original etfective interest rate
(i.c. the effective interest rate computed at initiat recognition). The carrying amount of the asset
is reduced either directly or through the use of an allowance account. The amouni of the

impairment loss is recognised in profit or loss,

The Group first assesses whether objective evidence of impairmeni exists individually for financial
assets that are individually significant, and individually or collectively for financial assets that are
not individually signiticant. I it ix determined that no objective evidence of impairment exits for
an imdividually assessed financial asset whether significant or not the asset is included in o group
of finuncial assets with similar credit risk charicteristics and that group is collectively assessed for
impairment. Assets that are individually assessed for impairment and for which an impairment loss

is or continues 1o be recognised are not included in a collective assessmem of impairment.
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2.5 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Impairment of financial assets (applicable to the year ended 31 December 2005) (Continued)

Assets carried at amortised cost (Continued)

If, in a subsequent period, the amount of the impairment loss decreases and the decrease can be
related objectively to an event occurring after the impairment was recognised, the previously
recognised impairment loss is reversed. Any subsequent reversal of an impairment loss is
recognised in the income statement, to the extent that the carrying value of the asset does not

exceed its amortised cost at the reversal date.

Assets carried at cost

If there is objective evidence that an impairment loss on an unquoted equity instrument that is
not carried at fair value because its fair value cannot be reliably measured has been incurred, the
amount of the loss is measured as the difference between the asset’s carrying amount and the
present value of estimated future cash flows discounted at the current market rate of return for

a similar financial asset. Impairment losses on these assets are not reversed.

Available-forsale financial assels

If an available-for-sale asset is impaired, an amount comprising the difference between the cost
(net of any principal payment and amortisation) and its current fair value, less any impairment loss
previously recognised in profit or loss, is transferred from equity to the income statement.
Impairment losses on equily instruments classified as available for sale are not reversed through

profit or loss.

Derecognition of financial assets (applicable to the year ended 31 December 2005)

A financial asset (or, where applicable, 2 part of a financial asset or part of a group of similar

financial assets) is derecognised where:
e the rights to receive cash flows from the asset have expired,

e the Group retains the rights to receive cash flows from the asset, but assumed an obligation
to pay them in full without material delay to a third party under a “pass-through”

arrangement; or

. the Group has transferred its rights to receive cash flows from the asset and either (a) has
transferred substantially all the risks and rewards of the asset, or (b) has ncither transferred
nor retained substantially all the risks and rewards of the asset, but has transferred control

of the asset,

Where the Group has transferred its rights to receive cash flows from an asset and has neither
transferred nor retained substantially all the risks and rewards of the assel nor transferred control
of the asset, the asset is recognised to the exient of the Group’s continuing involvement in the
asset. Continuing involvement that takes the form of a guarantee over the transferred asset is
measured at the lower of the original carrying amount of the asset and the maximum amount of
consideration that the Group could be required to repay.
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2.5 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Derccognition of financial assets Capplicable to the year ended 31 December 2005) (Continued)

Where continuing involvement takes the form of o written and/or purchased option ¢ncluding o
cash-settled option or similar provision) on the transterred asset. the extent of the Group's
continuing involvement is the amount of the transferred asser that the Group may repurchase,
except in the case of a written put oprion (including o cash-scetiled option or similar provision)
on an asset measured at tair value, where the extent of the Group's continuing involvement is

limited 10 the lower of the fair value of the transferred asser and the option exercise price.

Interest-bearing loans and borrowings

All loans and borrowings are initially recognised at the fair value ot the consideration received less

dircetly attributable transaction costs,

After initial recognition. interest-bearing loans and borrowings are subscquently measured

amortised cost using the effective interest method.

Gains and los:

are recognised in net profit or loss when the liabilities are derecognised as well

as through the amortisation process.

Derecognition of financial liabilities (applicable to the vear ended 31 December 2005)

A financial liability is derecognised when the obligation under the liability is discharged or

cancelled or expires.

When an existing financial lability is replaced by another from the sime lender on substantially
different terms. or the terms of an existing liability are substantially modificd. such an exchange
or moditication is treated as a derecognition of the original Hability and a recognition of o new

liability, and the difference between the respective carrving amounts is recognised in profit or loss,

Inventories

Inventories are stated at the lower of cost and net realisable value. Cost is determined on the first-
in, first-out basis or actual basis, where appropriate, and comprises invoiced value ol purchases.
and where applicable, freight, insurance and delivery churges, Ner realisable value is based on

estimated selling prices less any estimated costs to be incurred to make the sale.

Cash and cash equivalents

For the purpuse of the consolidated cash Mow statement, cash and cash equivalents comprise cash
on hand and demuand deposits, and short term highly liquid invesiments which are readily
convertible into known amounts of cash and which are subject 1o an insigniticant risk of changes
in value, and have a short maturity of generally within three months when acquired. lTess bank
overdrafts which are repayvuble on demuand and torm an integral part of the Group's cash

management.

For the purpose of the halance sheets, cash and cash equividents comprise cash on hund and at

banks. including 1erm deposits, which are not restricted as 1o use.
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2.5 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Provisions

A provision is recognised when a present obligation (legal or constructive) has arisen as a result
of a past event and it is probable that a future outflow of resources will be required to settle the

obligation, provided that a reliable estimate can be made of the amount of the obligation.

When the effect of discounting is material, the amount recognised for a provision is the present
value at the balance sheet date of the future expenditures expected to be required to settle the
obligation. The increase in the discounted present value amount arising from the passage of time

is included in finance costs in the income statement.

Income tax

Income tax comprises current and deferred tax. Income tax is recognised in the income statement,
or in equity if it relates to items that are recognised in the same or a different period directly in

equity.

Current tax assets and liabilities for the current and prior periods are measured at the amount

expected to be recovered from or paid o the taxation authorities.

Deferred tax is provided, using the liability method, on all temporary differences at the balance
sheet date between the tax bases of assets and liabilities and their carrying amounts for financial

reporling purposes.
Deferred tax liabilities are recognised for all taxable temporary differences, except

. where the deferred tax liability arises from the initial recognition of an asset or liability and,
at the time of the transaction, affects neither the accounting profit nor taxable profit or loss;

and

. in respect of taxable temporary differences associated with investments in subsidiaries,
associates and jointly-controlled entities, where the timing of the reversal of the temporary
differences can be controlled and it is probable that the temporary differences will not reverse

in the foreseeable future.
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2.5 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES {(CONTINUED}

Income tax (Continued)

Deferred tax assets are recognised for all deductible temporary differences. carrvforward of unused
tax credits and unused tax losses. o the extent that it is probable that taxable profit will be
availuble against which the deducuble temporitry differences, and the carrvlorward of unused wax

credits and unused tax losses can be utitised except:

. where the deferred tax asset relating to the deductible temporary differences arises from the
initial recognition of an assct or liability in o transaction that is not a business combination
and, at the time of the transaction. atfects neither the accounting profit nor taxable profit or

loss: and

. in respect of deductible temporary differences associated with invesunents in subsidiaries,
associates and jointlyv-controlled entities, deferred tax asscets are only recognised 10 the extent
that it is probable that the temporary differences will reverse in the foresecable future and

tuxzhle profic will be available against which the temporary differences can be utilised.

The carrving amount of deferred tax assets is reviewed at cach balance sheet diate and reduced
to the extent that it is no longer probable that sufticient taxable profit will be aviilable 1o allow
all or part of the deferred ax asset o be utilised. Conversely, previously unrecognised deferred
tax assets are reassessed ae cach balance sheet date and are recognised o the extent that it is
probable that sufficient mxable profit will be available 1o allow all or part of 1he deferred ax asset

to be utilised.

Deferred tax assets and liabilities are measured a1 the tax rates that are expected to apply o the
pericd when the asset is realised or the liability is sculed. based on tax rates (and ax laws) that

have been enacted or substantively enacted at the balance sheet date,

Deferred tax assets and deferred ax liabilities are offser, it o legally enforceable right exists 1o ser
of [ current 1ax assets aguinst current ax labilities and (he deferred taxes relate to the same axable

entity and the same taxation authority.
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2.5 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES {(CONTINUED)

Employee benefits (Continued)

Pension schemes

The Group operates a defined contribution Mandatory Provident Fund retirement benefits scheme
{the “MPF Scheme™ under the Mandatory Provident Fund Schemes Ordinance, for those employees
who are eligible to participate in the MPF Scheme. Contributions are made based on a percentage
of the employees’ basic salaries and are charged to the income statement as they become payable
in accordance with the rules of the MPF Scheme. The assets of the MPF Scheme are held separately
from those of the Group in an independently administered fund. The Group’s employer
contributions vest fully with the employees when contributed into the MPF Scheme.

In parallel with the MPF Scheme, the Group also operates separate defined contribution retirement
benefits schemes under the Occupational Retirement Schemes Ordinance for those employees who
are eligible to participate. These separate schemes operate in a similar way to the MPF Scheme,
except that when an employee leaves the schemes before his/her interest in the Group’s employer
contributions vesting fully, the ongoing contributions payable by the Group will be reduced by the

relevant amount of the forfeited employer contributions.

Share-based payment transactions
The Company operates a share option scheme for the purpose of providing incentives and rewards

to eligible participants who contribute to the success of the Group’s operations. Employees
(including executive directors) of the Group receive remuneration in the form of share-based
payment transactions, whereby employees render services as consideration for equity instruments

(“equity-settled transactions™).

The cost of equity-settled transactions with employees is measured by reference to the fair value
at the date at which they are granted. The fair value is determined by using a generally accepted
option pricing model. In valuing equity-settled transactions, no account is taken of any
performance conditions, other than conditions linked to the price of the shares of the Company

(*market conditions™), if applicable.

The cost of equity-settled transactions is recognised, together with a corresponding increase in
equity, over the period in which the performance and/or service conditions are fulfilled, ending
on the date on which the relevant employees become fully entitled to the award (the “vesting
date™. The cumulative expense recognised for equity-settled transactions at each balance sheet
date until the vesting date reflects the extent to which the vesting period has expired and the
Group’s best estimate of the number of equity instruments that will ultimately vest. The charge or
credit to the income statement for a period represents the movement in the cumulative expense

recognised as at the beginning and end of that period.

No expense is recognised for awards that do not ultimately vest, except for awards where vesting
is conditional upon a market condition, which are treated as vesting irrespective of whether or not

the market condition is satisfied, provided thar all other performance conditions are satisfied.
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2.5 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Employee benefits (Continued)

Share-based payment transactions (Continged s

Where the terms of an equity-settled award are modified. as a minimum an expense is recognised
as if the terms had not been modified. In addition, an expense is recognised for any modification.
which increases the total fair value of the share-based payment arrangement, or is otherwise

heneficial to the employee as measured at the date of modification,

Where an equity-settled award is cancelled, it is treated as if it had vested on the date of
cancellation, and any expense not vel recognised for the award is recognised immediately.
However, if 4 new award is substituted for the cancelled award, and designuated as a replucement
award on the date that it is granted, the cancelled and new awuards are treated as it they were

a modification of the original awiard. as described in the previous paragraph.

The dilutive effect of outstanding options is rellected as additional share dilution in the

computation of earnings per share.

The Group has adopted the transitional provisions of HKFRS 2 in respect of equity-settled awards
and has not applicd the above recognition and measurement policies to equity-settled awards

granted on or hefore 7 November 2002,

Foreign currencies

These financial statements are presented in Hong Kong daollars. which is the Company’s functional
and presentation currency. Each entity in the Group determines its own functionual currency and
items included in the financial statements of cach entity are measured using that functional
currency. Foreign currency transactions are initially recorded using the functional currency rates
ruling at the date of the transactions. Monetary asscts and liabilities denominated in foreign
currencies are retranslated at the functonal currency rates of exchange ruling at the balance sheet
date. All differences are tuken to profit or loss. Non-monetary items that are measured in ferms
of historical cost in a foreign currency are translated using the exchange rates at the dates of the
initial transactions. Non-monetary items measured at fair value in o foreign currency are translated

using the exchange rates at the date when the fair value was determined.,

The functional currencies of certain overseas subsidiaries and associates are currencies other than
the Hong Kong dollar. As at the halance sheet date. the assers and liahilities of these entities are
translated into the presentation currency of the Company at exchange rates ruling at the balunce
sheet date und, their income statements are translated into Hong Kong dollars at the weighted
average exchange rates for the year. The resulting exchange differences are included in the
exchange flucruation reserve. On disposal of a foreign entity, the deferred cumulative amount
recognised in equity reliing to that particular forcign operation is recognised in the income

statement.

For the purpose of the conselidated cash flow statement. the cash flows of overseas subsidiaries
are translated into Hong Kong dollars at the exchange rates ruling at the dares of the cash flows.
Frequently recurring cash flows of overseas subsidiarics which arise throughout the vear are

translated into Hong Kong dollars ar the weighted average exchange rates for the vear,
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3.

SIGNIFICANT ACCOUNTING JUDGEMENTS AND ESTIMATES

Judgements

In the process of applying the Group's accounting policies, management has made the following
judgements, apart from those involving estimations, which have the most significant effect on the

amounts recognised in the financial statements:

Operating lease commitinents - Group as lessor
The Group has entered into commercial property leases on some of its investment property
portfolio. The Group has determined that it retains all the significant risks and rewards of

ownership of these properties which are leased out on operating leases.

Classification between investiment properties and owneroccupied properties

The Group determines whether a property qualifies as an investment property and has developed
criteria in making that judgement. Investment property is a property held to earn rentals or for
capital appreciation or both. Therefore, the Group considers whether a property generates cash
flows largely independently of the other assets held by the Group.

Judgement is made on an individual property basis to determine whether ancillary services are so

significant that a property does not qualify as investment property.

Estimation uncertainty

The key assumptions concerning the future and other key sources of estimation uncertainty at the
balance sheet date, that have a significant risk of causing a material adjustment to the carrying
amounts of assets and liabilities within the next financial year in relation to impairment of

goodwill, has been included in note 16 to the financial statements.

Estimation of fair value of investment properties
In the absence of current prices in an active market for similar properties, the Group considers

information from a variety of sources, including:

(2) current prices in an active market for properties of a different nature, condition or location

(or subject to different lease or other contracts), adjusted to reflect those differences;

(h) recent prices of similar properties on less active markets, with adjustments to reflect any
changes in economic conditions since the date of the transactions that occurred at those

prices; and

(¢) discounted cash flow projections based on reliable estimates of future cash flows, supported
by the terms of any existing lease and other contracts and (when possible) by external
evidence such as current market rents for similar properties in the same location and
condition, and using discount rates that reflect current market assessments of the uncertainty

in the amount and timing of the cash flows.
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NOTES TO FINANCIAL STATEMENTS

Al Decemlbwer X305
SIGNIFICANT ACCOUNTING JUDGEMENTS AND ESTIMATES (CONTINUED)

Estimation uncertainty (Continued)

Estimation of fair value of investiment propertics (Contined)
The principal assumptions for (he Group's estimation of the fair value include those relaed to
current market rents for similar properties in the same location and condition, appropriate discount

rates, expected fuiure market rents and future smainienance costs,

The aggregate carrving amount of the Group™s investment properties at 31 December 2005 was
HKS$109.700.000 (2004: HKS$96,200L000 (us restated)).

SEGMENT INFORMATION

Segment information is presented Dy way of two segment formats: () on oo primary segment
reporting basis, by business scgment. and (i) on a secondary scgment reporting hasis, by

geographical segment.

The Group's operating businesses wre structured and managed separately according to the mature
of their operations and the products and services they provide, Each of the Group’s business
segments represents o strategic business unit that offers products and services which are subject
to risks and returns that are different from those of the other business segments. Summary details

of the business segments are as follows:

Business segments Nature of operations

Wholesale und retail of fushion Trading of fashion wear and accessorics

wear and accessories

Telecommunications services The provision of teleconmnunications scrvices
and marketing and distribution of network

curds

Resort and recreational ¢lub operations The provision of resort and recreational
facilities and catering services and related

rental income

Investments and treasury Treasury operations and the holding and
truding of investments for short term and long

ern investment returns

In determining the Group's geographical segments, revenues are attributed 1o the segments based
on the location of the customers. and assets and capital expenditure on property, plant and

cquipment are attributed 1o the sepments based on the location of the assels,

Intersegment sales and transfers are transacted with reference 1o the selling prices vsed for sales

made 1o third parties at the then prevailing market prices.
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31 December 2005
4. SEGMENT INFORMATION (CONTINUED)

(a) Business segments

The following tables present revenue, profit and certain asset, liability and expenditure
information for the Group’s business segments for the years ended 31 December 2005 and

2004.
Group
Wholesale and
retail of fashion Resort and
wear and Telecom- recreational Investments
accessories mugications services  club operations and treasury Consolidated
2005 2004 2005 2004 2005 2004 2005 2004 2005 2004
HKS'000 HKSO00 HKS$000 HKS000 HKS000 HK3000 HK$000 HKSO00 HKS'000 HKI000
Restated) (Restated} (Restated)
Segment revenue:
Sales Lo external
cuslomers 195,467 164,230 4,630 24,104 19,127 19528 23,312 13,391 242,536 221273
Other revenue 4,802 16,578 583 363 371 404 103 64 5,859 17,409
! Total 200,269 180,828 5,213 24,467 19,498 19,932 23,415 13,435 248,395 238,682
|
|
Segment results 10,662 13,546 5,360 3,820 (113) (1025 (906) (22,146} 15,003 {5.803)
Unallocated ¢xpenses (2,598)  (2.100)
Fair value change/
write-back of deficiis
on revaluation of:
— Investment
properties 3,785 21,789
— Resort and
recreational
club properties 2,612 3822
Finance costs (969} (377
Share of profits and
losses of associates — — — — (4,019)  (4.381) 1,136 731y (2,883}  (5,112)
Profit before tax 14,950 12,157
Tax 43 139
Profit for the year 14993 12316

Y
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SEGMENT INFORMATION (CONTINUEI})

)

Business scgments (Continued)

Group

Segment dssels

Interests in
assocites and
joinily-controlled
entitivs

Linallocuted assets

Total assets

segment Yabitities
Unallocuted Tiabilivies

Total liuabilities

Other sepment
information:
Depreciation and

amorlisation
Impaiiment fosses

recopnised in ihe

income statement
Write-back of accrued

payihles

Other non-cash expenses
Capital expenditure on:

— propesiy, plant and

cetuipment

— fnvestment propertiss

Sueplus on revaluation
of leasehold Lind
and huildings
recognised directly

in eyuity

Wholesale and
refail of fashion
wear and
accessaries

2005
HES000

2004
HKS (i

97,748 95034
10,563 17843
5,727 5095
— 1.363
8,402 2,005
1,732 139

Telecom-

munications services

2008 2004
HRS000  TIKS
15,544 12703
32,237 33573
300 1122

242 1433
17.339 BA17
221 31

NOTES TO FINANCIAL STATEMENTS

Rewort and
recreational
club operations

2005 R
HES'000  HKS 000
{ Restuivd)

175,230 161,813

8,067 1301

1,719 4059
1,765 1927
64 HE
7721 20811

lovestments
and treasury

2005 2004
HES000  HRS 000
715269 737500
9.281 8.1
6,204 3. 187

80 103

783 22088
15,159 17000

ENM Holdings Limited 2005

31 December 2005

Consolidated
2005 2004
HKS'00¢ MRS i
{ Resteted ) '
1,003,791 L0178
17.348 9.633
4,700 4.200
1,025,839 1030981
96,725 117400
9,772 12,033
106,497 129433
7872 6.247
1,025 24423
17,339 8017
15,159 15,305
8,687 32046
7.721 20,511
1,732 1.349
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31 December 2005

4.

SEGMENT INFORMATION (CONTINUED)
(b) Geographical segments

The following table presents revenue and certain asset and expenditure information for the
Group’s geographical segments for the years ended 31 December 2005 and 2004.

Group

Ocher Asia
Hozg Kong Mainland China North America Eoropean Union Japan Pacific regions Others Consolidated

1005 LR ) i 2005 L s LCI. ] 8] 2065 L] 005 e 0l 04
BRSO3  HESOO0  HRS000  AKSO00 RSO0 HEIOO0 HESO00  ARSOGC HRSDO0 HESGO0 HESOM0  HRFO00 HKSO00 HESOO) HESOOP  HESG0O
{Restated] {Resizted) {Reslated)

Segment revenue:

Sales to

exemal

cuslomers ik I T T L SV T - e Hooo6s 5 69 27 3 6 MS% mm

Ocher sepment
information:
Segment

15685 B350 508 BRI 145 0w #6208 - - By N3 — L8N 1030951

Capital
expenditure on
— peaperty,
plant and
equpmens B4b6  28% 51 10 - - - - - - 164 ] - - L8y 3
— invesiment
propefties - - i A - - - - - - - - - - i nan
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REVENUE, OTHER INCOME AND GAINS

The principal activities of the Group are the whotesale and retail of fashion wear and accessories,
the provision of telecommunications scervices, resort and recreational club operations. and
investment and treasury operations. An oanalysis of revenue (which is also the Group’s turnover),

other income and gains is as follows:

2005 2004
HK$'000 HRS 000G
f Resterted)
Revenue

wWhaolesale and retail of fashion wear and accessories 195,467 164,250
Telecommunications services® 4,630 24 104
Resort and recreational ¢lub operations 19,127 19,528
Dividend income from listed invesuments 4,182 5.624
Inerest income 19,130 7.707
242,536 221,273

Other income and gains
Sub-leasing rental income 529 3.839
Management fees 3,463 3.599
Consulting service fees —_ 257
Gain on disposal of a franchise business — 4519
Commission incomnw — 1.131
Others 1,867 2,004
5,859 17,409

Turnover from the provision of felecommunications services for the yeur ended 31 December 2004 included
isum of HKS10,224,000 1eceived from a final transii carcier in respect of traffic revenue generated in prior

vedrs which was ot recognised previously in view of the uncertainiy of its collectibility.

05
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NOTES TO FINANCIAL STATEMENTS
31 December 2005
6. PROFIT BEFORE TAX
The Group's profit before tax is arrived at after charging/(crediting):
Notes 2005 2004
HK$000 HK$'000
(Restated)
Cost of inventories sold 108,109 84,017
Depreciation® 13 7,795 3,548
Auditors’ remuneration 1,618 1,334
Goodwill arising from acquisition of subsidiaries:
Amortisation lor the year® 16 — 622
Impairment arising during the year* 16 — 1,435
— 2,057
Amortisation of deferred revenue (400) —
Recognition of prepaid land premiums* 15 77 77
Operating lease payments for land and buildings:
Minimum lease paymenis 34,079 22,198
Contingent rentals 2,877 8,665
Provision/(write-back of provision)

? for loans to an associate* (4,095) 1,365
Provision for other receivables* 1,936 8,670
Write-back of accrued payables® (17,339) (8,017)
Net realised and unrealised gains on

short term investments® — (14,170)
Impairment of long term investments* —_ 22,988
Fair value losses, net:
Available-for-sale equity investments
(transfer from equity)* 783 —
Equity investments at fair value
through profit or loss* 4,169 —
Impairment of items of property,
plant and equipment® 13 242 —
i Gain on disposal of items of property,
| plant and equipment* (29) {333)
Net rental income (21) (2,871)

Staff costs (including directors’
remunerations (note 8)):
Salaries, wages and other benefits 58,295 63,504
Pension scheme contributions under defined
contribution schemes, net of forfeited
contributions of HK$40,000
(2004: HK$122,000)* 1,994 1,857

60,289 63,361




PROFIT BEFORE TAX (CONTINULED)

Exchange gains, ne™
Fair value change/write-buck of deficits on revaluation:
Investment propertics

Resort and recreational club properties

statement.

pension schemes in future years (2004 Nil,

FINANCE COSTS

Interest on bank loans and overdrafts wholly
repayvable within five vears
Interest on o finance lease

Accretion of interest on debentures

2005 2004

Nofes HKS$'000 HK S 000
{ Resteited )
(8,637} (3.303)
14 (3,785) (21.789)
13 (2,612) (3.822)
(6,397) (25.611)

ENM Holdings Limited 2005

NOTES TO FINANCIAL STATEMENTS

31 December 2005

The balunces are included in “Other operating income/{expensest, net” on the face ol the consolidated income |

AL 31 December 2005, the Group had no furfeited contributions mvailable o reduce i contributions to the

Group
2005 2004
HKS$’'000 HR S 000
597 377
10 —
362 —
9269 377

07
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31 December 2005
8. DIRECTORS’ REMUNERATION

Directors’ remuneration for the year, disclosed pursuant 1o the Listing Rules and Section 161 of the
Companies Ordinance, is as follows:

Group

2005 2004

HK3$'000 HKE'000

Fees 400 225
Other emoluments:

Salaries, allowances and benefits in kind 5,806 5,806

Pension scheme conuributions 36 36

Performance related bonuses 107 _

5,949 5,842

6,349 6,067

(a) Independent non-executive directors

The fees paid to independent non-executive directors during the year were as follows:

2605 2004

HK$'000 HK$'000

Dr. Cecil Sze Tsung CHAO 20 5
Dr. Jen CHEN 20 20
Mr. lan Grant ROBINSON 240 80
280 105

There were no other emoluments payable 1o the independent non-executive directors during
the year (2004: Nil).




8. DIRECTORS’ REMUNERATION (CONTINUED)

(b) Executive directors and i non-executive director

2005

Executive directors:
Mr. Joseph Wing Kong LEUNG
Mr. James C. NG
Mr. Derek Wai Choi LEUNG
Mr. Wing Tung YEUNG

ENM Holdings Limited 2005

NOTES TQ FINANCIAL STATEMENTS

31 December 200%

Non-executive director;
Mr. Raymond Wai Pun LAU

2004

Executive directors:
Mr. Joseph Wing Kong LELNG
Mr James C. NG
Mr. Derek Wai Choi LEUNG
Mr. Wing Tung YEUNG

Non-executive director:

Mr. Ravmond Wai Pun LAU

Salaries,
allowances Pension Performance
and bencfits scheme related Total
Fees in kind contributions bonuses remuneration
HKS 000 HKS G0 HKS 000) HRS 000) FIKS 000
40 288 12 12 352 b
20 3,958 12 — 3,990 i
20 — _— —_ 20 ‘
20 1,560 12 95 1,687
100 5,806 36 107 6,049
20 — — — 20
120 5,806 36 107 6,069
+0 288 12 — 340
20 3038 12 — 3990
20 — — — 20
20 1560 12 — 1.392
100 3,806 36 — 3.942
20 — — — 20
120 3,806 36 — 3.962

There wus no arrangement under

during the yeur.

which a director waived or agreed o waive any remuneration

69
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9. FIVE HIGHEST PAID EMPLOYEES

The five highest paid employees during the year included two (2004: two) directors,

details of

whose remuneration are set out in note 8 above. Details of the remuneration of the remaining
three (2004: three) non-director, highest paid employees for the year are as follows:
Group

2005 2004

HKS$'000 HK3'000

Salaries, allowances and benefits in kind 4,805 4,849

Pension scheme contributions 144 144

4,949 4,993

bands is as follows:

The number of non-director, highest paid employees whose remuneration {ell within the following

Number of employees

2005 2004

Nil to HK$1,000,000 1

HK$1,000,001 to HK$1,500,000 1

i HK$2,000,001 to HK$2,500,000 — 1
! HK$2,500,001 to HK$3,000,000 1 —
3 3

10. TAX

No provision for Hong Kong profits tax and overseas income tax has been made for the year ended

31 December 2005 (2004: Nil) as the Company and its subsidiaries either did not generate any
assessable profits for the year or have available tax losses brought forward from prior years to
offset against any assessable profit generated during the year. Taxes on profits assessable
elsewhere have been calculated at the rates of 1ax prevailing in the countries in which the Group

operates, based on existing legislation, interpretations and practices in respect thereof.

2005 2004
HK$'000 HK$'000
Group:
Current — Hong Kong
Underprovision in prior years 7
Current — Overseus
Overprovision in prior years (50)
Deferred tax (note 30} —_
Total tax credit for the year (43)

—
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31 December 2005

10. TAX (CONTINUED)

11.

12,

A reconciliation of the tax expense applicalle to profit before tax using the rate for the countries
in which the Company and its subsidiaries are domiciled to the tux expenses/(credit) at the

effective rax rates, and a reconciliation of the applicable rates to the effective tax rates, are as

tollows:
Group
2005 2004
HKS$000 % HK3'000 %
( Resieitod )
Profit before tax 14,950 12.157
Tax charge at the applicable tax rates 3,279 21.9 1.784 14.7
Income not subject to x (6,200} (41.5) (3.0106) t41.3)
Expenses not deductible for tax 5,233 35.0 14,307 120.1
Tax losses not recognised (825) (5.5) (1.675) (13.8)
Overprovision in prior years (43) (0.3) (42) {0.3)
Tux losses utilised from
previous periods (1,487) (9.9) (9.807) (80.7)
Tax credit at the Group's effective rates (43) (0.3) (159) (1.3)

PROFIT ATTRIBUTABLE TO EQUITY HOLDERS OF THE COMPANY

The profit atributabie 1o equity holders of the Company for the year ended 31 December 2003
dealt with in the financial statements of the Company, was HKS$6,576,000 (2004: FIK$9,103,000
{note 330(h)).

EARNINGS PER SHARE ATTRIBUTABLE TO ORDINARY EQUITY HOLDERS OF
THE COMPANY

The culculation of hasic carnings per share amount is based on the net profit for the year
attributabie to ordinary cquity holders of the Company for the vear of HK$10,923,000 (2004:
HKS7.039.000 (as restated)), and the weighted average number of ordinary shares in issue during
the year of 1.650.638.676 (2004: 1.650.038.670).

Diluted earnings per share amounts for the years ended 31 December 2005 and 2004 have not been

disclosed as no diluting events existed during these years,

\

7t
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NOTES TO FINANCIAL STATEMENTS

13. PROPERTY, PLANT AND EQUIPMENT

Group
Resort and
Leasehold recreational Furniture,
land and club Leasehold fixtures and Comemunications Motor
buildings properties  improvements equipment equipment vehicles Total
HK$000 HK3 000 HKS 000 HK$'000 HK$'000 HK$'000 HK$ 000
31 December 2005
Cost or valuation:
Al beginning of year {Restated) 6,200 60,000 1,671 39422 37,365 4,265 149,123
Additions — — — 8,221 — 466 8,687
Disposals — - - (2,602) - (1,203) (3.803)
Sutplus on revaluation 2,887 2612 — — — — 5,499
Elimination of
accumulated depreciation (587) (1.412) - - - - (1,999)
Exchange realignment - - 7 (19) - 7 ()
At 31 December 2005 8,500 61,200 1,678 43,022 37,365 358 157,500
Analysis of cost or valuation:
Al cost - — 1,678 45,022 37,565 3,535 87,800
At 31 December 2003
valuation 8,300 61,260 - — - - 69,700
8,500 61,200 1,678 43,022 37,563 3,535 157,300
Accumulated depreciation
and impairment:
At beginning of year {Restated) — - 1,376 32052 37,565 3,932 74925
Depreciation provided
during the year 387 1412 179 3,495 — 122 7793
[mpairment loss — — — 242 — — 242
Write-back on revaluation (587) (1,412) - - — — (1,999)
Disposals — - — (2,582} - (1,203) (3,785)
Exchange realignment - - 3 (14) - 7 )
At 31 December 2005 — — 1,558 35,193 37,565 2,858 71,174
Net book value:
At 31 December 2005 8,500 61,200 120 9,829 — 677 80,326
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13. PROPERTY, PLANT AND EQUIPMENT (CONTINUED)

Group

31 December 2004

Cost o7 valeation:
Al beginning of year
Additions
[hisposals
Surplus on revaluation
Elimination of
accumulared <depreciation

Exchange realignmem
At 31 December 2004

Analyaiv of cost or valuation:
Al CoM
A3 December 2004
valuation

Accumulated deprectaton
and impairment:
AU heginning of vear
Depreciation provided

during the year

Written back on revaluation
Bisposals
Exchange realignment

At 31 December 2G04

Net book value:
AL 31 December 2004

31 December 2005

Resort and
Leaschold recreational Furniture,
land and club Leasehold fixtures and Communications Motor
buildings properties  improvements equipmen equipment vehicles Total
HKS 000 HK$ 'm0 TIRS 600 HKE 000 HKS 000 HRS 00k TiKS 000
fRestated | fRestatted s
+, 300 37500 1,671 49,793 3503 1,102 134,861
— - - 2462 — 284 3.246
— — - H13.483) (REH 1500) (1HR4Y)
2148 3522 — — — — H.0%0
1318) (1.322) — — — — (1,670)
— - - 150 1,296 19 1463
6.200 60,000 1.6%1 39402 37565 1203 119,123
— — 1671 39,422 375605 4,203 82923
6,200 060,000 - - — — 66,200
6,200 60,000 1671 30422 37.565 1265 149,123
— — 973 39,258 IR ENT 4,270 816
3R 1,322 4] 130 - 157 3348
(348 11.312) - - - — (1.6°0)
— — — (10.680) (866 (3001 (12.046)
— — — 134 1.296 19 9
— — 1376 320512 47.50% 3432 4929
6,200 60000 295 7.370 - 333 “1198
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31 December 2003

13. PROPERTY, PLANT AND EQUIPMENT (CONTINUED)

Company

Furniture,
fixtures and

equipment
HEK$'000
31 December 2005
Cost:
At beginning of year and 31 December 2005 3
Accumulated depreciation:
At beginning of year and 31 December 2005 3
Net book value:
At 31 December 2005 —
31 December 2004
Cost:
At beginning of year and 31 December 2004 3
Accumulated depreciation:
Al beginning of vear 2
Provided during the year 1
Al 31 December 2004 3
Net book value:
At 31 December 2004 —

The net book value of the Group’s property, plant and equipment held under a finance lease
included in the total amount of motor vehicles at 31 December 2005, amounted to HKS434,000
(2004: Nib.

The Group’s leasehold land and buildings are all situated in Hong Kong and are held under

medium term leases.

The Group’s leasehold land and buildings and resort and recreational club properties were
revalued individually at 31 December 2005 and 2004 by independent professionally qualified
valuers, DTZ Debenham Tie Leung Limited (“DTZ™) or Vigers Appraisal and Consulting Limited.
The leasehold land and buildings were revalued on an open market value basis and the resort and
recreational club properties were revalued on a depreciated replacement costs basis. Among the
Group’s revaluation surpluses of HK$5,499.000 (2004: HKS$6,070,000 (as restated)), HKS$2,612,000
(2004: HK$3,822,000 (as restated)) has been credited to the income statement, and HK$1,732,000
(2004: HK$1,349,000) and HKS$1,155,000 (2004: HK$899,000) of the remaining revaluation surplus
of HK$2,887.000 (2004: HK$2,248,000) have been credited to the relevant revaluation reserve and
shared by minority shareholders, respectively.
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14.
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31 December 2005

PROPERTY, PLANT AND EQUIPMENT (CONTINUED)
Hael the Group's leaschold lund and buildings and resoert and recreational club properties been
carricd at historical cost less accumulated depreciation and impairment losses. their aggrepate
carrving amount would have been approximately FIKS31.011,000 (2004: HK331.915.000 (us
restated ).
INVESTMENT PROPERTIES
Group
2005 2004
HKS$'000 [IRS 00
{Kestetted )

Carrying amount at | January 96,200 53,600
Additions 7,721 20811
Net profit from a fair value adjustment 3,785 21.789
Exchange realignment 1,994 —
Carrying amount at 31 December 109,700 96,200

AL 31 December 20050 the Group's investment properties comprised industrial property units
situated in Hong Kong of HES$4.700.000 (2004; MKS$4.200.000) and resort and recreational club
properties situated in Mainland China of FKS$103,000,000 (2004: HK$92.000.000), and are held

under medium term leases.

The Group's industrial property units are held tor capital apprecimion purpose whereas its resort
and recreational cluby propertics are held for leasing 1o an associate of the Group. Shanghui Landis
Hospitality Managenent Co. Ltd., under an operating lease arrangement for resort and recreational

club operations. Further summary details of the lease are included in note 3600 1o the financial

statements,
Company

2005 2004
HKS$'000 HES 000
(Restated)
Cuarrying amount at 1 January 118,200 108.600
Net profit from a fuir value adjustment 4,500 9.600
Cuarrving amount ai 31 December 122,700 118,200

At 31 December 2005, the Company’s investment propertics comprised indusirial property units of
FIKS4.700,000 (2004 FIK$4.200,000) and resort and recreational club properties of HK$118,000.000

(2004: HKS114,000,000) which are situaied in Hong Kong and are held under medium werm leases.
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NOTES TO FINANCIAL STATEMENTS

31 December 2005
14. INVESTMENT PROPERTIES (CONTINUED)

The Company's industrial property units are held for capital appreciation purpose whereas its
resort and recreational club properties are leased to its wholly-owned subsidiary, Hill Top Country
Club Limited, for resort and recreational club operations, and is classified within property, plant

and equipment on the face of the Group’s consolidated balance sheet.

The Group’s and the Company's investment properties were revalued individually at 31 December
2005 and 2004 by independent professionally qualified valuers, DTZ, on an open market and
existing use basis.

Further particulars of the Group's and the Company’s investment properties are included on page
100.

15. PREPAID LAND PREMIUMS

Group

2005 2004
HK$'000 HK$'000
{Restatec)

Carrying amount at 1 January
As previously reported — —
Effect of adopting HKAS 17 (note 2.2(¢) & 2.4(a)) 3,294 3,371
As restated 3,294 3,371
Recognised during the year a7 (77)
Carrying amount at 31 December 3,217 3,294
Current portian 77 a7
Non-current portion 3,140 3,217

The leasehold land is held under a medium term lease and is situated in Hong Kong.
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31 Decembwer 2005
16. GOODWILL

The amount of the goodwill capitalised as an asset in the conselidated balance sheet, arising from

the acquisition of subsidiaries. is as follows:

Group
HR S 000

Cost:
AU L January 2004 and 31 December 2004 H.934
Elimination of accumulated amortisation upon adoption of
HREFRS 3 (see note 2.204)) {880

At 1 January 2005 and 31 December 2005 8.045

Accumulated amortisation and/or impairment:

AU 1 January 2004 267
Amortisation provided during the yvear 022
Impairment during the year [.435
AU 31 December 2004 and 1 January 2005 2,324

Elimination of accumulated amortisation upon adoption of
HKFRS 3 fsee note 2.2(d4)) (889}

At 31 December 2003 (accumulated impairment) 1.435

Nuet carrying amount:

Al 31 December 2004 6,610
At 31 December 2005 6,610

In the vear ended 31 December 2004, goodwill was amortised on the straight-line basis over its
cstimated wsctul life, and an impainment provision of HRKS$1,435,000 was recognised based on an
assessment of the recoverable amount of the Group's marketing and distribution of network cards
business. The impairment loss was included in the Group’s telecommunications services segment

for that year
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31 December 2005
16. GOODWILL (CONTINUED)

Impairment testing of goodwill

Goodwill as at 31 December 2005 relates to the Group’s wholesale and retail of fashion wear and

accessories business (the “Fashion Business™).

The recoverable amount of the Group's Fashion Business has been determined based on a value
in use calculation using cash flow projections based on financial budgets approved by management
covering a 12-year period. Assumptions have been made by management that the cash flows from
the Group's Fashion Business will continue beyond at least the forecast period based on
management’s long term experience in running the business. The discount rate applied to cash

flow projections is 5%.

The annual growth rate used to extrapolate the cash flows for the Group’s Fashion Business during
the 12-year period is 10% or less based on the assumptions that there will be no significant
economic downturn throughout the period, taking into account of the market competition and the

continuous market demand for upscale fashion wear and accessories.

INTERESTS IN SUBSIDIARIES

Company
2005 2004
HKS$'000 HK$'000
Unlisted shares, at cost 12,700 12,700
Due from subsidiaries 1,252,181 1,221,422
1,264,881 1,234,122
Provision for impairment (1,054,481) (1,028,316)
210,400 205,806

All balances with subsidiaries are unsecured, interest-free and have no fixed terms of repayment,

The carrying amounts of these balances with subsidiaries approximate to their fair values.




17. INTERESTS IN SUBSIDIARIES (CONTINUEM

Particulars of the principal subsidiaries are as follows:

Nominal value

Place of of issved

incorporation/ ordinary/

registration registered

Name and operations share capital

Asia Pacific Telecommunicaiions Hong Kong HK$2.000

Limited

Christabel Trading Company Limited Hong Kong HEK$:4.500,000

e-New Medin Techaology Limited British Virgin LSS5I
Islands-
Hong Kong

e-Medin (Asia) Limited Cavman Islands’ LSS8]
Hong Rong

ENM [nvestments Limited Cavman Islands? 1331
Hong Rong

Fortzess Glohal Limited Hony Kong HKS2

Hill Top Country Club Limited long Kong HE$ 10,000,000

Jackpor International British Virgin 1Js§1
Business Ine. Islands/
Hong kong

Keamure Limited Hong Kong 11K355.000.000

Lion Dragon Limited British Virgin 1881
Islands/
Hong Kong

Xew Media Corporation Cavman Iskands/ 17852.227,280
Hong Kong

New Media Telecom Tuiwan NT$3.000,000

Asia Limited

ENM Holdings Limited 2003

NOTES TO FINANCIAL STATEMENTS
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Percentage
of equity

attributable
to the Company Principal
Direct Indirect activities
- 100 Provision of
telecommunications
services
— 60 Retail and wholesale
of fashion wear
and accessories
1900 — [nvestment
holding
100 — [nvestment
halding
1) — Investment
holding
— 100 [nvestnient
hoiding
1030} — Recreational

club operations

— 100 [nvestment
holding
— 60 [nvestment
holding
— 100 Investment
holding
— 100 fnvestment
holding
— 100 Provision of

telecommunications

SCTVICUS

~




.

/;NM Holdings Limited 2005

NOTES TO FINANCIAL STATEMENTS

31 December 2005

17. INTERESTS IN SUBSIDIARIES (CONTINUELD)

Nominal value Percentage
Place of of issued of equity
incorporation/ ordinary/ attributable
registration registered to the Company
Name and operations share capital Direct Indirect
Powerbridge Limited British Virgin US$600,000 — 73
Islands/
Hong Kong
Richtime Management Limited British Virgin Ussi — 100
Islands/
Hong Kong
Shanghai ENM Telecom People’s Republic 1/$$1,000,000 - 73
& Technology Limited* of China (“PRC")/
Mainland
China
Shanghai Hilltop PRC/ US$7,200,000 — 80
Resort Hotel Lid. Mainland
(“"Shanghai Hillop™)™ China
The Swank Shop Limited Hong Kong HX$ 104,500,000 — 60
Ventures Triumph Limited British Virgin Uss1 - 100
Islands/
Hong Kong
Voice Information Hong Kong Ordinary “A” — 100
Systems Limited HK$3,000,000
Ordinary “B"
HK$2,000,000
Wintalent International Limited British Virgin Uss1 — 100
Islands/
Hong Kong
* Registered us a wholly-foreign owned enterprise established in PRC

Registered us a sino-foreign co-operation joint venture established in PRC

= The English name is a direct translation of the Chinese name of the company

Principal
activities

[nvestment
holding

Investment
holding

Marketing and
distribution
of network

cards

Propetty investment
in resort and

recreational club

Retail and
wholesale of
fashion wear

and accessories

[nvestment

holding

Provision of
telecommunications

services

[nvestment
holding

The above table lists the subsidiaries of the Company which, in the opinion of the directors,

principally affected the results for the year or formed a substantial portion of the net assets of the

Group. To give details of other subsidiaries would, in the opinion of the directors, result in

particulars of excessive length.
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18. INTERESTS IN JOINTLY-CONTROLLED ENTITIES

Group
2005 2004
HKS$'000 TIK$ 000
Share of net assets - —
Due from jointly-controlled entities 36,141 30,141
36,141 36.141
Provision for impairment (36,141) (36,14 1)

The amounts due from joindy-controlled entities are unsecured. interest-free. have no fixed erms

of repayment and were fully impaired in prior yvears,
Particulars of the jointly-controlled entities are as follows:

Percentage of

ownership

Place of interest
Business incorporation/  attributable to Principal
Name structure registration the Group activities
e-Brilliant Company Corporation Cavman Islands 30 Investment
Limited holding
e-Brilliant Pre Limited Corporation singapore S0 In liquiduation

As the Group's accumulated shure of losses of the jointly-controlled entitics has equaled s
interests thercin in prior years, no further losses has since heen recognised by the Group as it is
not under any binding obligation 1o muke good the losses of these entities. Accordingly, the

Group's interests in the jointly-controlled entities was nil at 31 December 2005 (2004 Nil)

™~
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19. INTERESTS IN ASSOCIATES

Group Company
2005 2004 2005 2004
HKS$'000 HK 3000 HKS$'000 HK$°000
Unlisted shares, at cost —_ — 1 1
Share of net assets 16,590 11,557 — —
Goodwill on acquisition 14,986 14,519 — —
31,576 26,0560 1 1
Loans to an associate — 4,095 —_ —
Due from associates 291 8,328 291 273
31,867 38,479 292 274
i Provision for impairment (14,519} (28,846) — —
17,348 9,633 292 274

The amounts due from associates are unsecured, interest-free, and have no fixed terms of

repayment. The unsecured loans to an associate bore interest at a rate of 2.5% per annum and

were fully repaid during the year.

Particulars of the principal associates are as follows:

Percentage

of ownership

Place of interest
incorporation/ attributable Principal
Name registration to the Group activities
Beijing Smartdot Technologies PRC 20 Software
Co. Ltd. development
and provision of
project solutions
Shanghai Landis Hospitality PRC 35 Resort and
Management Co. Lid. * recreational club
(“Shanghai Landis™) management
Ventile Investments Limited British Virgin 35 Provision
Islands of financing

services

= The English name is a direct translation of the Chinese name of the company
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20.
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INTERESTS IN ASSOCIATES (CONTINUED)

At 31 December 2004, the Group had g 21% interest in V.S, Limited, a company incorporated in
Hong Kong principally engaged in the retail of fashion wear and accessories. On 28 October 2005,

the Group disposed of its entire interest in V.5, Limited for a consideration of HKS1.

The abowve tuble lists the associates of the Group which, in the opinion of the directors, principally
affected the results for the vear or formed a substantial portion of the net assets of the Group.
To give deails of other associates would, in the opinion of the directors, result in particulars of

excessive length.

The following table illustrates the summarised financial information of the Group's major associates

extracted from their financial statements:

2005 2004

HKS$'000 HR S 000

Assets 166,670 168,393
Liabilities (105,431) (110.413)
Revenues 72,851 89.077
Loss {5,814) (12,161

AVAILABLE-FOR-SALE EQUITY INVESTMENTS/LONG TERM INVESTMENTS

Group
2005 2004
HKS$000 HR$'G00
Overseas listed equity investments, at fair vilue 125 908
Unlisted cquity iavestments, at cost less impairment loss 35,378 34.581
35,503 35.489

During the yeur, the gross loss of the Group's available-for-sale equity investments recognised
dircctly in equity amounted 1o HKS783.000. The entire balunce was removed from equity and

recognised in the income statement for the year.

The above investments consist of investments in equity securities which were designated as
available-for-sale financial assets on b Junuuary 2005 and have no fixed maturity date or coupon

rare.,

The fair values of listed equity invesunent are based on quoted market prices. The unlisted equity
imvestments are carried ar cost, less any bapairment losses, since their fair values cannot be
measured reliably, Such investnients are non-derivative and mainly represent investments in the
shares of entities principally involved in medical drag development, manufacturing and distribution

or clectronic pavment and Intra-bank fund transfer services,
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21.

22,

23.

INVENTORIES

As at 31 December 2005 and 2004, all of the Group’s inventories represented finished goods.

TRADE RECEIVABLES

The Group maintains a defined credit policy for its trade customers and the credit terms given vary
according (o husiness activities. The financial strength of and the length of business relationship
with the customers, on an individual basis, are considered in arriving at the respective credit terms.

Overdue balunces are reviewed regularly by management.

An aged analysis of the trade receivables as at the balance sheet date, based on the invoice date

and net of provisions, is as follows:

Group
2005 2004
HK$000 HK$'000
Within 1 month 4,347 7,305
2 to 3 months 232 993
Over 3 months 2,520 3,412
7,105 11,710

EQUITY INVESTMENTS AT FAIR VALUE THROUGH PROFIT OR LOSS/SHORT
TERM INVESTMENTS

Group Company
2005 2004 2005 2004
HKS$’000 HK$ 000 HKS$'000 HK$ 000
Listed equity invesiments,

at market value:
Hong Kong 148,077 139,992 138,980 136,584
Elsewhere 659 9,304 —_ —
148,736 149,296 138,980 136,584




23.

24.
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EQUITY INVESTMENTS AT FAIR VALUE THROUGH PROFIT OR LOSS/SHORT
TERM INVESTMENTS (CONTINUED)

The above cquity investments at 31 December 2005 were classificd as held tor wrading and
included the ordinary shares of HK32 each of China Motor Bus Company, Limited, o company

incorporated in Hong Kong, as {follows:

Group Company
2005 2004 2005 2004
HK3$'000 RS O00 HK$°000 HES 000
Market value of ordinary shares of
China Motor Bus Company, Limited 124,640 117,271 123,895 116,571
Proportion of ownership interest 4,5% 4.5% 4.5% 4.5%,

CASH AND CASH EQUIVALENTS AND PLEDGED DEPOSITS

Group Company
2005 2004 2005 2004
HKS$'000 HK S 000 HK$'000 HKS 000
Cash and bank balunces 29,246 49,206 1,094 5,106
Time deposits 515,721 532,083 515,721 532.083
544,967 381,349 516,815 337.189
Less: Time deposits pledged for
hanking facilities (342) (342) (342) (342)
Cash and cush equivalents 544,625 581.007 516,473 336,847

At the balance sheet date, the cash and bank balances of the Group denominated in Renminbi
(C"RMEB™) amounted 1o FIK$S.057,000 (2004: HK$4.016,000). The RMB is not frecly convertible into
other currencies, however, under PRC's Foreign Exchunge Control Regulations and Administration
of Scttlement. Sale and Payment of Foreign Exchange Regulations. the Group is permitted 10
exchange RMB for other currencies through banks authorised to conduct forcign exchunge

business.

Cash at bunks carns interest at floating rates based on duaily bunk deposits rates. Short term time
deposits are made for varving periods of between one day and one year depending on the
immediate cash requirements of 1the Group and carn interest at the respective short term time
deposit rates. The carrving amounts of the cash and cash equivalenis and the pledged deposits

approximate to theie tair values,

x
v
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25.

26.

TRADE AND OTHER PAYABLES

All trade and other payables of the Group are unsecured, interest-free and repayable within one
month or on demand.

INTEREST-BEARING BANK AND OTHER BORROWINGS

Effective
interest Group
rate (%) Maturity 2005 2004
HK$'000 HK$'000
Current
Finance lease payables (note 27) 3 20006 91 —
Bank loans = unsecured 7t08 2006 3,887 6,597
3,978 6,597
Non-current
Finance lease payables (note 27) 3 2007-2010 297 —
4,275 6,597

Other than the fixed interest rate of 3% for the finance lease arrangement, all interest-bearing
borrowings of the Group bear interest at floating rates. All interest-bearing bank and other
horrowings of the Group are denominated in Hong Kong dollars.

A summary of the finance lease payable amounts repayable within one year, in the second year

and in the third to fifth years are included in note 27.

The carrying amounts of the Group’s current borrowings approximate to their fair values, At 31
December 2005, the carrying amount and fair value of the Group’s non-current finance lease
payables were HK$297,000 and HK$270,000, respectively.




27.

FINANCE LEASE PAYABLES
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The Group leases a motor vehicle under a finance lease arrangement with a remaining lease term

of four years and three months as at 31 December 2005,

Al 31 December 2005, the Group's total future minimum lease paviments under a finance lease and

their present values were as follows:

Group

Amounts pavable:
Within one year
In the second vear

In the third 1o fifth yvears
Total minimum finance lease pavments
Future finance charges
Total net finance lease payables
Portion classificd as

current liabilities fuote 20)

Non-current portion fuefe 26)

Present Present
value of value of
Minimum AMinimuim minimum minimum
lease lease lease lease
payments payments payments pavments
2005 2004 2005 2004
HKS$'000 [IKS 000 HKS$'000 HK S 000
105 — 21 —
105 — 21 —
236 — 206 —
446 — 388 —

(58) -

388 —

1) —

297 —
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28,

29.

DEBENTURES

Each debenture holder is entitled to be a debenture member of the Hilltop Country Club (the
“Club™) operated by Hill Top Country Club Limited subject to the Rules and by-laws of the Club
so long as the debentures shall remain outstanding, and has the right to use and enjoy all the
facilities of the Club free from payment of monthly subscription. At the balance sheet date, the
redeemable periods of the Group's debentures carried at amortised costs were as follows:

Group

2005 2004

HKS$'000 HK 3000

Within one year 1,684 954
In the second year 3,873 1,690
In the third to fifth years, inclusive 2,800 6,860
6,673 8.550

8,357 9,504

All redeemable debentures are denominated in Hong Kong dellars, interest-free and may be

renewed upon maturity subject to the Group’s consent.

The carrying amounts of the redeemable debentures approximate to their fair values.

OTHER LOANS

As at 31 December 2003, the unsecured loans from a minority shareholder of a subsidiary
denominated in foreign currencies amounted to RMB1,216,241 (2004: RMB1,216,241) and
US$521,859 (2004: US$521,859). The loans are interest-free and have no fixed terms of repayment.
The carrying amounts of these loans approximate to their fair values.
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30. DEFERRED TAX

The movements in deferred 1ax liabilities and asscts during the veur are as follows:

Group
Loss available
Accelerated for offset
tax against future
depreciation  taxable profit Total
FIRS 000 HRS 000 HK$ 000
At 1 January 2004 1.705 (1.648) 117
Deferred s charged/teredited)
o the income stiatement
during the vear (note 10) 7t (188) ¢117)
At 31 December 2004 and at 1 January 2005 1.830 (1.836) —
Deferred tax charged/teredited)
to the income statement
during the year (note 10) 530 (830} —
At 31 December 2005 2,666 (2,666) —

The Group has tax losses arising in Flong Kong of HKS251,504,000 (2004: HK$220,260,000) that
are available indefinitely for offsetting against futeee taxable profits of the companies in which the
losses arose. Deferred tax assets have been recognised in respect of these losses only to the extent
to offset any deferred tax liabilitics of the sume subsidiaries in connection with accelerated tax
depreciation as the losses have arisen in subsidiaries that have cither been loss-muking for some

time or whose availahility of future tasable profits is unpredictable,

Al 31 December 2005, there was no significant unrecognised deferred tax liability (2004: NiD) for
taxes that would be pavable on the unremitted carnings of certain of the Group's subsidiaries.
associates or jointdy-controlled entities as the Group has no liability to additional 1ax should such

amounis be remitted.

o
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31 December 2005

follows:

NOTES TO FINANCIAL STATEMENTS

31. SHARE CAPITAL

Shares 2005 2004
HK$'000 HK$ 000
Authorised:
100,000,000,000 (2004: 100,000,000,000) ordinary
shares of HK$0.01 each 1,000,000 1,000,000
Issued and fully paid:
1,650,658,676 (2004: 1,650,658,676) ordinary
shares of HK$0.01 each 16,507 16,507

A capital reorganisation scheme was approved by the shareholders at an extraordinary general
meeting on 11 July 2002 and was subsequently confirmed by the sanction of an order of the High

Court of Hong Kong dated 6 August 2002, The details of the capital reorganisation scheme are as

the authorised share capital of the Company was reduced from HK$1,000,000,000 (divided
into 2,000,000,000 ordinary shares of HKS$0.50 each) to HK$20,000,000 (divided into
2,000,000,000 ordinary shares of HK$0.01 each). Such reduction wus effected by cancelling

paid-up capital per share by HK30.49 on each of the 1,650,058,676 ordinary shares in issue

on 6 August 2002, being the date on which the court petition was heard, and by reducing

the nominal value of all the issued and unissued ordinary shares of the Company from
HKS$0.50 to HK$0.01 per ordinary share; and

upon such reduction of capital taking effect:

(i

(i

the aurhorised share capital of the Company wuas increased 1o its former amount of
HK$1,000,000,0600 by the creation of additional 98,000,000,000 ordinary shares of
HK$0.01 each; and

a special resefve was created and credited with an amount equal to the credit arising
from the said reduction of capiral as detwiled in (a) above, which amounted to
HK$808,822,751. Such reserve shall naot be treated as realised profit and shall, for as long
as the Company shall remain a listed company, be treated as an undistributable reserve.
However, the special reserve may be reduced by the aggregate of any increase in the
issued capital or in the share premium account of the Company resulting from an issue
of shares for cash or other new consideration or upon a capitalisation of distributable

TESErves.

Share options

Details of the Company’s share option schemes and the share options issued under the schemes

are included in note 32 to the financial statements.

9]
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32. SHARE OPTION SCHEMES

In an extraordinary general meeting of the Company held on 14 June 20020 the sharcholders of
the Company formally approved the termination of the share option scheme adopted on 30
December 1997 (the "Old scheme™ and the adoption ot a new share option scheme (the “New
Scheme™), in compliance with the amended Chapter 17 of the Listing Rules and Tor the purpose
of providing the Company a flexible means of giving incentives and rewards to executive directors
and emplovees for their contributions to the Group. All outstanding options granted under the Old

Scheme shall remain valid and exercisable under the provisions of the Old Scheme.

Under the terms of the New Scheme, the board of directors nay, at its discretion, invite exccutive
directors and employees of the Group to take up options (o subscribe tor shares of the Company.
The New Scheme shall be valid and effective Tor a period of 10 years ending on 13 June 2012,
after which period no further options will be granted. The exercise price of options shall be
determined by the Bourd and shall be at least the highest of ¢ the closing price of the shares
as stated in the Stock Exchange’s daily quotation sheet on the offer diate, which must be a business
diy: (it) a price being the average of the closing prices of the Company’s shares as stated in the
stock Exchange's daily quotation shects for the five husiness days immediately preceding the offer
date; and i) the nominal value of the Company’s shares. A nominal consideration of HKSL is

pavitble on acceptance of any option grianted.

The total number of shares available for issue under the New Scheme at 31 December 2005 was
243,415,800 (2004: 243,415.800) Gincluding shares which may be issued upon exercise of 336,000
(2004: 636,000 options that have been granted under the Old Scheme but not yet lapsed or
exercised) which represented 14.7% (2004: 14.7%) of the issued share capital of the Company on
the same date. In respect of the maximum entitlement of cach participant under the New Scheme,
the number of shares issucd und o be issued upon exercise of the options granted to each
participant in any 12-moath period is limited 1o 1% of the Company’s ordinary shares in issue. Any
further grant of options in excess of this limit is subject 1o sharcholders” approval in a general

meeting.

At 31 December 20050 the emplovees of the Company had the following interests in options (o
subscribe for shares of the Company (market value per share at 31 December 2003 was HKS0.41).
The options are unlisted. Each option gives the holder the right 1o subsceribe for one ordinary share
ol HKS0.01 of ihe Company. No shuare options were granied during the year and outstanding 1o

the dircectors at the balance shecet date.

share options do not confer rights on the holders to dividends or to vote at sharcholders” mectings.

91
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32. SHARE OPTION SCHEMES (CONTINUED)

Share option granted to employees under the Old Scheme:

Number of share options

Exercise price At 1 Lapsed At 31
Date of grant of of share January during  December
share options * Exercise period of share options opiions ** 2005 the year 2005
HKS
11 October 1999 11 QOctober 1999 to 29 December 2007 1.528 300,000 (300,000) —
I December 1999 1 December 1999 to 29 December 2007 1.804 48,600 — 48,000
1 August 2000 1 August 2000 10 29 December 2007 0.630 288,000 — 288,000
636,000 (300,000) 336,000
. The vesting period of the share options is from the date of grant until the commencement of the exercise
period.
b The exercise price of the share options is subject 10 adjustment in the case of rights or bonus issues, or other

similar changes in the Company’s share capital.
No new options were granted and outstanding as at the balance sheet date under the New Scheme,

At the balance sheet date, the Company had 336,000 share options outstanding under the Old
Scheme, which represented approximately 0.02% of the Company’s shares in issue as at that date.
The exercise in full of the remaining share options would, under the present capital structure of
the Company, result in the issuc of 336,000 additional ordinary shares of the Company and
additional share capital of HK$3,300 and share premium of MK$204,672 (before issue expenses).




-

33.

34.

RESERVES

(a) Group
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NOTES TO FINANCIAL STATEMENTS

31 December 2005

The amounts of the Group's reserves and the movements therein for the current and prior

yedrs are presenied in the consolidated statement of changes in cquity on pages 30 and 31

of the financial statemems.

(b) Company

Share Capital

premium Special  redemption Accumulated
account reserve reserve losses Total
HIKS 000 HRS 000 HRS 000 {IK3 000 HKS 000

(note 310biii))
At b January 2004 1.1589.721 508.822 478 (1,100,474} 892,547
Net profis for the year — — — 9,103 9.103
AU 31 December 2004 and

1 January 2005 1,189.721 508,822 478 (1.097.37D 901.650
Net profit for the year — — — 8.570 6.576
At 31 December 2005 1,189,721 808,822 478 (1,090,795) 908,226

NOTE TO THE CONSOLIDATED CASH FLOW STATEMENT

Major non-cash transaction

NDuring the year, the Group entered into a finance lease arrangement in respect of 1 motor vehicle

with a 1otal capital value at 1he inception of the lease of HKS456.000 (2004: NiD.

93
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35. CONTINGENT LIABILITIES

At the balance sheet diute, the Company or the Group had the following significant contingent

liahilities:

(a)

(b

()

The Group had a contingent liability in respect of possible future long service payments 10
employees under the Hong Kong Employment Ordinance, with a maximum possible amount
of HK$2 627,000 (2004: HKS$3,414,000) as at 31 December 2005. The contingent liability has
arisen because, at the balance sheet date, a number of current employees have achieved the
required number of years of service to the Group in order o be eligibie for long service
payments under the Employment Ordinance if their employment is terminated under certain
circumstances. A provision has not been recognised in respect of such possible payments, as
it is not considered probable that the situation will result in a material furture outflow of

resources from the Group.

One of the telecommunications content providers of a subsidiary issued a letter through its
solicitors in March 2002 claiming damages of US$1,500,000 (equivalent to HK$11,670,000)
from that subsidiary in relation to rate changes applied by that subsidiary for services
delivered by the content provider. The claimant also disputed traffic volumes generated in the
past and claimed to have been underpaid by at least US$2.736,000 (equivalent to
HK$§21,286,000).

Management studied the allegations raised and sought legal advice on the subsidiary’s legal
rights and liabilities. Upon advice, the subsidiary sought 1o refute most of the allegations and
made a counterclaim of approximately US$6,215,000 (cquivalent to HK$48,353,000) in
September 2002 for the return of sums advanced on account to the content provider due to
uncollectibles, discrepancies arising on the reconciliation of traffic volumes and other related
items. Thereafter, there has been no communicaiion in respect of the mentioned claims

between the subsidiary and the content provider,

Based on the above, management considers that it is unlikely that any loss will arise and
accordingly, no provision has been made in the financial statements.

During the vear ended 31 December 2005, the Company executed corporate guarantees uas
part of the security for general banking facilities granied to certain subsidiaries to the extent
of HK$342,000 (2004: HK$342,000),
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36. OPERATING LEASE ARRANGEMENTS

(a)

(b)

As lessor

The Group sub-leased cerutin shop units under operating lease arrangements. The leases were
negotinted Tor terms ranging from once to two vears and had expired during the yvear. The

terms of the leases generally also required the tenants o pay security deposics.

The Group has also entered into an operating lease arrangement with an associate of the
Group. Shunghat Landis. for the lease of resort and recreational club properties (note 14 10
the financia! statements) under which the lease period will be effective from 1 July 2006 10
30 June 20106,

Group
2005 2004
HK$'000 HKS 000
( Resteited)
Within onc year 384 4§28
In the second ta fifth years, inclusive 4,375 3,403
After five years 7,087 8.209
11,846 12040

During the vear, no income was recognised by the Group in respect of contingent rentals
receivable (2004: HKS$ 144.000).

As lessee

The Group ledases certain of its propertics under operating lease arrangements. Leases for

propertics are negotinted for terms ranging from one to three years.

At 31 December 2005, the Group and the Company had total future minimum lease payments

under non-cancelluble operating leases falling due as follows:

Group Company
2005 2004 2005 2004
HKS$'000 HKS 000 HKS$000 HKS 000
Within onc year 33,705 31.089 1,893 437
In the secend 1o fifth vears,
inclusive 33,016 40.543 534 —
66,721 71.632 2,427 437

~
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37. COMMITMENTS

In addition to the operating lease commitments detailed in note 36(b) above, the Group had the

following commitments at the balance sheet date:

(a) Capital commitments

Group
2005 2004
HKS$°000 HK$'000
Contracted, but not provided for:
Development of resort properties 343 7,904
Renovation work on leased premises —_ 2,184
343 10,088
Contracted, but not provided for, capital contributions for:
A long term invesiment — 798
An associute — 2,567
— 3,365
343 13,453

{b) Other commitment

As at 31 December 2005, the Company, acting on behalf of Hill Top Country Club Limited,
wias a4 party to a co-aperative joint venture agreement with a Mainland China joint venture
partner in respect of Shanghai Hilltop. According to the terms of the co-operative joint
venture agreement and supplementary agreements entered into between 1996 and 2002, the
Company is committed to pay the Mainland China joint venture partner any shortfall in the
profit distributed by Shanghai Hilltop to the Mainland China joint venture partner below the
amounts of RMB1,650,000 (equivalent 1o HK$1,586,000) and US$268,000 (equivalent to
HK$2,085,000} per annum from 2001 to 2008 and from 2009 to 2022, respectively. In 2003,
Shanghai Hilltop entered into a management subcontracting agreement with Shanghai Landis,

an associate of the Group, under which Shanghai Landis has undertaken to absorb any such
amounts payable to the Mainland China joint venture partner up to 30 June 2016, the expiry

date of the corresponding management sub-contracting agreement.

At 31 December 2005, the maximum amount payable to the Mainland China joint venture
partner up to 2022 under the ahove arrangement was HK$33,950,000 (2004 HK$35,411,0000,
of which HK$20,396,000 (2004: HK$21,858,000) will be absorbed by Shanghai Landis.
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NOTES TO FINANCIAL STATEMENTS

A1 December 2005
38. RELATED PARTY TRANSACTIONS

() In addition to the transactions and balances detailed elsewhere in these financial statements,

the Group had the following material transactions with related parties during the vear:

Group
2005 2004
Nofes HKS$'000 HK 3100
Sub-leasing rental and management
fee income from an associale (i) 1,547 3,811
Consulting fees paid to a company in
which the spouse of a director of
a subsidiary of the Group has a
controlling interest (i} 708 1.416
Rental expenses and building management
fees paid o a related company (iii) 1,602 1.653

(i) The sub-leasing rental and management fee income received fTom an associale arose
from the sub-lease of a shop unit and the provision of shop management services o the

associate in accordance with the agreements between the Group and the associate.

(i) The consultancy services provided 1o a subsidiary of the Group were charged at
HEKS118.000 per month up o 30 June 2005 in accordance with the agreement between

the subsidiary and the related company.

(i) The rental expenses and building management fees paid 10 o company controlled by a
subsiantial sharehoelder of the Company were determined by reference 1o relevant
industry practice of which FIK$971,000 rental expenses paid constitutes a continuing
connected transaction as defined under the Listing Rules. Dertails of which are disclosed
under the paragraph “Connected Transactions™ in the report of the directors on pages 13
and 6.

(v Compensation of key management personnel of the Group:

2005 2004

HKS$000 HK$'000

Short term emplovee benefits 12,781 12.344
Post-employment benefits 192 192
Total compensation paid to key munagement personnel 12,973 12,336

Further details of divectors” emoluments are included in note 8 to the financial statements.
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NOTES TO FINANCIAL STATEMENTS

31 December 2005

39. FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES

The Group’s financial assets and liabilities mainly comprise interest-bearing bank and other

borrowings, trade receivables and payables, and cash and bank balances, and are, in the normal

course of business, exposed 1o currency exchange rate, interest rate and credit risks. The Group’s

risk management strategy aims to minimise the adverse effects of financial risks on the financial

performance of the Group and the board reviews and agrees policies, as summarised below, for

managing cach of these risks. It is the Group's policy that financial instruments, if any, are only

used to hedge underlying commercial exposures and are not held or sold for speculative purposes.

The main risks arising from the Group’s financial instruments are foreign currency risk, interest rate

risk and credit risk.

(a)

(b)

{c)

Foreign currency risk

The Group has transactional currency exposures. Such exposures mainly arise from purchases

of fashion wear and accessories in foreign currencies.

The Group does not currently have any hedge arrangement for elimination of the foreign
currency risk exposures and will continue to monitor such exposures and market conditions

to determine if any hedging is required in the future.

Interest rate risk

The Group’s exposure to the risk of changes in market interest rates relates primarily to the

Group’s interest-bearing bank borrowings.

As the Group is due 1o fully settle its interest-bearing bank borrowings in the coming year
and the corresponding interest rate risk is not expected 1o be significant, the Group has not

used any interest rate swap to hedge its exposure to interest rate risk.
Credit risk

The Group only allows minimal credit sales to its long term customers with good settlement
history and has no significant concentration of credit risk, The Group’s credit risk is

effectively mitigated by its combination of cash and credit card sales.
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NOTES TO FINANCIAL STATEMENTS

31 December 2005
40. COMPARATIVE AMOUNTS

As further explained in notes 2.2 and 2.4 1o the financial statements, due o the adoption of new
and revised HKFRSs during the current vear, the accounting treatment and presentation of certain
items and balances in the financial statements have been revised to comply with the new
requirements. Accordingly, certain prior vear and opening balance adjusuments have been made
and certain comparative amounts have been reclussificd and restated to conform with the current

year's presentation and accounting treatment.

41. APPROVAL OF THE FINANCIAL STATEMENTS

The financial statements were approved and authorised for issuce by the board of directors on 7
April 2000.
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PARTICULARS OF PROPERTIES

31 December 2005

INVESTMENT PROPERTIES

Location

2737 Jinotong Road,
Puruo District, Shanghai,
People’s Republic of China

Fourth and Fifth Floor,
Roof and Parking Space
Nos 3 and 3,

Wui Hing Factory Building,
37-41 Lam Tin Street,

Kwai Chung,

New Territories, Hong Kong

Use

Resort and recreational

club operations

Capital

appreciation

Tenure

Medium term
lease

Medium term
lease

Attributable
interest
of the Group

80%

100%




FIVE YEAR FINANCIAL SUMMARY

ENM Holdings Limited 2005

A summary of the results and of the assets, linbilities and minority interests of the Group for the las

five linancial vears, as exiracted from the published audited financial statemenis and restated/

reclassificd as appropriate, is set out below. The amounts for cach yvear in the five vear financial

summary have been adjusted for the effects of the retrospective changes in accounting policies as

disclosed in note 2.2 1o the financial statements.

RESULTS
Year ended 31 December
2005 2004 2003 2002 2001
HK$000 HR S 000 FIKS 000 HKS 000 HRS 000
{Kostated ) { Kesterted ) { Restated) ( Restated )
REVENUE 242,536 221273 138,600 193.359 419,450
PROFIT/ALOSS) FROM
OPERATING ACTIVITIES 18,802 17.646 (14.676)  €103.333)  (203.414)
Finance costs (969) (377 (969 (1.23%) {3.486)
share of profits and
losses of associates (2,883) {5.112) (19.472) (1.792) 405
PROFIT/(LOSS) BEFORE TAX 14,950 12,157 (35117 (106,378) (208.495)
Tax 43 150 (11 (334) 1,622
PROFIUT/(LOSSY FOR THE YEAR 14,993 12.316 (35.228) (106.712) (206.873)
Altributable to:
Equity holders of the Company 10,923 7.039 (36,740 (106,712 (200873
Minority interests 4,070 3.277 £,518 — —
14,993 12,316 (35.228) (106,712 (200,873

ASSETS, LIABILITIES AND MINORITY INTERESTS

As at 31 December

2005 2004 2003 2002 2001

HKS$'000 FIK S 000 HK$ 000 IR S 000 FIK S 000

( Rosterted (Kesteted ) (Resterted ) { Resteated )

TOTAL ASSETS 1,025,839 1.030,981 1.072.808 1.057.923 1.143.186
TOTAL LIABILITIES (106,497) (129,433 (185.680) (154.860) (163.796)
MINORITY INTERESTS (31,407) (26,182) (20,006) - —
887,935 R75.306 867,142 003,063 979,390
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THE STANDARD, 16 FEBRUARY 2006 REre

The Stock Exchange of Hong Kong Limited takes no responsibility for the conlenis of this announcement, makes
Ao representation as (@ its accuracy or completeness and expressly disclaims any liability whatsoever for any loss
howsoever arising from or in reliance wpon the whote or any part of the contents of this announcement.

[SAY

ENM Holdings Limited
REERARAL A

(incorporated in Hung Kong with limited liability)
(Stock code: 128)

Clarification Announcement .

This announcement is made at the request of the Stock Exchange to clarify the recent newspaper
articles regarding the possible asset injections into the Company from its substantial
shareholder, Ms Nina Kung and to explain for the recent increases in the price and the trading
volume of shares in the Company.

This announcement is made at the request of The Stock Exchange of Hong Kong Limited (the
“Stock Exchange™).

The Board of Directors (the “Directors™) of ENM Holdings Limited (the “Company™) note that
certain newspapers of today are reporting that a substantial sharcholder of the Company, Ms Nina
Kung ("Ms Kung”) with an indirect holding of 34.6% of the issued share capital of the Company,
may inject assets into the Company. The Directors. would like to advise that the Company has not
received any proposals of asset injections from Ms Kung and her associates (within the meaning
of the Rules Governing the Listing of Securities on the Stock Exchange (the “Listing Rules™)), and
does not have any proposals regarding asset re-structuring relating to the abovementioned asset
injections from Ms Kung and her associates (within the meaning of the Listing Rules).

The Directors alse note the receat increases in the price and the trading volume of the shares of the
Company and wish to state that save as disclosed above, the Directors are not aware of any reasons
for such increases.

The Directors also confirm that there are no negotiations or agreements relating to intended
acquisitions or realisations which are discioseable under rule 13.23 of the Listing Rules, neither is
the Board aware of any matter discloseable under the general obligation imposed by rule 13.09 of
the Listing Rules,-which is or may be of a price-sensitive nature,

As at the date of this announcement, the executive directors of the Company are Mr. Joseph Wing
Kong LEUNG (Chairman), Mr. James C. NG (Chief Executive Officer), Mr. Derek Wai Choi
LEUNG and Mr. Wing Tung YEUNG, the non-executive director of the Company is Mr. Raymond
Wai Pun LAU, and the independent non-executive directors of the Company are Dr. Cecil Sze Tsung
CHAQ, Dr, Jen CHEN and Mr. lan Grant ROBINSON, :

By Order of the Board
ENM Holdings Limited
Joseph Wing Kong LEUNG
Chairman

Hong Keng, 15 February 2006
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THE STANDARD, 22 FEBRUARY 2006 ar

The Stock Exchange of Hong Kong Limited takes no responsibility for the contents of this announcement,
makes no representation 45 to its accuracy or completeness and expressly disclaims any liability whatsoever
Sor any loss howsoever arising from or in relignce upon the whole or any part of the contents of this

o =N/

ENM Holdings Limited
LERRERALFE

{incorporated in Hong Kong with limited liabiliry)
(Stock code: 128)

Unusual Price and Volume Movements

The Directors of the Company have noted the recent increases in the price and the trading
volume of the shares in the Company and wish to state that we are not aware of any reasons
for such increases, save and except that further to the Company's annonncement dated 15
February 2006, 368,000 ordinary shares of the Company were disposed by a substantial
shareholder of the Company.

Shareholders of the Company and investors are advised to exercise caution when dealing in
the securities of the Company.

This announcement is made at the request of The Stock Exchange of Hong Kong Limited (the
“Stock Exchange”).

The Board of Directors (the “Directors”) of ENM Holdings Limited (the “Company") has noted
that the recent increases in the price and the trading volume of the shares in the Company and
wishes to state that save and except that further to the Company’s announcement dated 135
February 2006, the Company has be¢n informed by its substantial shareholder, Diamond Leaf
Limited (a company wholly-owned by Ms Nina Kung) that it has disposed of 80,000 and 288,000
ordinary shares of the Company in the market on 20 February 2006 and 21 February 2006 at the
average price of HK$0.804 and HK$0.797 per share respectively, representing an aggregate of
approximately 0.02% of the issued ordinary shares of the Company, the Directors are not aware
of any rcasons for such increases in the price and the trading volume of the shares in the
Company.

Sharcholders of the Company and investors are advised to exercise caution when dealing in the
securities of the Company.

Save as disclosed above, the Directors confirm that there are no negotiations or agreements
relating to intended acquisitions or realisations which are discloseable ander rule 13.23 of the
Rules Governing the Listing of Securities on the Stock Exchange (the “Listing Rules"), neither
are the Directors aware of any matter discloseable under the general obligation imposed by rule
13.09 of the Listing Rules, which is or may be of a price-sensitive nature.

Made by the order of the Board of the Company, the Directors of whu:h individually and jointly
accept responsibility for the accuracy of this statement.

As at the date of this announcement, the executive directors of the Company are Mr. Joseph
Wing Kong LEUNG (Chairman}), Mr. James C. NG (Chief Executive Officer), Mr. Derek Wai
Choi LEUNG and Mr. Wing Tung YEUNG, the non-exccutive director of the Company is Mr.
Raymond Wai Pun LAU, and the independent non-executive directors of the Company are Dr.
Cecil Sze Tsung CHAQ, Dr. Jen CHEN and Mr. Ian Grant ROBINSON.

By Order of the Board
ENM Holdings Limited
Joseph Wing Kong LEUNG
Chairman
Hong Kong, 21 February 2006
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All tnde and wihar paysbles of (ke Groap are rrpayabie witkin onc MOALS or on
Simend.

MIYIDENDS

The directoin da npel recommend the paymene of any dividend for the year
ended 31 December 2005 (1004: HKSNIl).

CHIEF EXECUTIVE'S STATEMENT .
FINANCIAL REVIEW

The Qroup reparted 5 turpover of HK3$142,536,000 [2004: HK$221,273,000)

holders of the Comp-ny

019,000 {an resiated)) for the

{‘nr ended 31 December 2005, Enrnlﬂﬂ per ahare was HK$0.66 cente (2004
$0 43 cents Can restared)).

LIQUIDITY AND FINANCIAL POSITION

©n 3 December 2005, ¢he Group wat in & 30lid financial position with a
cuzh and deporil holdings of HK334 {2004: HK$381,007,000). On
31 December. 2005, i borraw! slood st HK$17,062,600 (2004:
HK$2] 308 3 with HK$10,8%] : HK312,752,000) repayment
falling due within one year The Qroup's ny ratie {a comparison of lotl
borrawlngs with « nlly -urwuub): e "'r ¥ holders of the Company) was
2% ul bt year -ng date {2004, he current rmito on 31 December
2003 was (0.8 ymen (2004 8, | lzmu] .

On 3) December 2003, 1ke Greup’s borrawiigs ind bank balsnces were
rimerily denominaied in Hong Xong dollars, Uniled Statey dollars and

12004

uron,” Exchange diflferences were reflected In the audited financial
arsirmants, All borrowings of the Group wre aither on a floating rate bagis or
interan: free

The Group’s imported pyrchases are mainiy depominated in Euror and
Unitrd Sistr do The Group will from lime io time review i toreign
exchange posi d markec conditions (o deiermine f any hedging is
raquired.

BUSINESS REVIEW

Per of the Group
fram 1he overall econemic envitonment. Rising
markel 1entimeat contribuled 1o ‘the sl
Invesimealn and trasaury aciivirles.

The performance of the Group’s lines of busineds coftinues to improve. The
raceationa) ¢lub, VivaSha, the biggest of hai

to improve during the yeas, benefiting
terest rales and {he vpbosl
mprovement in our

i

ie1. Hilltop in Hong Kong continues 1o maintain ity
tutpaver byl the premiscs zequire upuul !chndllure 1o caler 1o the :!un;c-
of eronomic envunnmuu in Thuen Telacommunications and
technologics secior is y Smaridot sod SENMTT. Swank
conrinues 1o upgrade and expand i whops, but the nper i,

affected by rlaing ren In Bio-med| sectar, Genovate ){e
1o improve for the Znd year but Cardims bhay 10 avarcome key challenges.

RESDRT AND RECREATIDONAL CLUS OPERATIONS
VivaSha

VivaSha, compeived of a 4.atar Hotel Building with 120 rooms. & Clubhouse
Building and un [niernationat Cenvention Centre, hld itg 851 opening at the
end of Muareh 2006, The Ciubhouss Buil ir equipped with
indootjourdoor swimming pools, 3pa wnd vasious -pum facilitics such wa |
Eymnasium, » 200 meters golf driving reage, 1anik Coury,
apor <entrs with hadminton courls, table-1ennis roorm, ¢hess rooy m:-ny
centte, €. The [niemational Convestion Centre has seven multi-| purpose
¢onference hallafrooms wod can serve more than 600 goests a1 one fime.

occupancy rate in hotels in Shanghai last year,
ement balieves this Uend will continue for the next few years and
benefit our new holel. In addition, Mansgement believes that the current
nrong demead oi qu-luy nlldenllal properties in Shangbai i & solid

WE] are mo ataut lving qualicy
than ever, which positive faclor to our zesont botcl business.

Heag Keng Hilliog Country Club ("Hilliep™)

Turnover for 3003 remming ue-dy A:enlnmndlunn fuejlity, _Chinest

Resisurans and Binquet p Evropesn

Revaurnat and Banquet registered a slight & l!lcl“u inrevenue as a resuli of

gwm«luu Frogrammes on mect) and truaing act lore and more
i§ corporstivns ¢hooke Hilltop sy chelr merling and irsining venucs.

The gradwal iranstormation #f Twen Wan District benefns Hillop in the
leng run wilb the opening of more tourist aliraciions. However, competition
1n cxpected o be keen a4 new hotels, conference and recreauonst facilitiey
ura compleied. Maintanance snd regns were smplemented to make Hilhop
morse competitive,

TELECOMMUNICATIONS & TECHNOLOGIES
Stawlay.com Holdings Limited ("SinaPay")

SinaPay's man business 1t providing B2C siecironic payment and lnira-
bank fund tteasfer sobution sacvices in PRC through ita !Pml Veniure, China
¢-Paymant Service Ltd (“1he JV™) in Shanghui, with China u...“p.y tn
January 1003, bolth SinoPay and the })V compleied a capital incresse
exerclse, The Group’s intereat in SinaPuy way incressed from 7% ta 9.2%
and she Group's indirect intereal (n che JY was snccensed from 2.8% 10 ).6%
accordingly.

The propased meger betwsen China ¢-Paymeni Service Ltd snd Ennylink, a
i by China UnianPay st present

for higher operaung efficiency wnd marker share, is under processing.

Mansgement baiieves that the merger between the Iwo companies )¢ highiy

aynergistic and should regull in the per

of the JV. The praposed merger is 1argeted lo be compl eltd in 2006.

Bulfing Smaridet Yechnelogliee Co. Lid, (“Smartdat™)

Smaridot iy sngaged In the development of sofliware and aclulion projeces in
utomation.
re product
n-house

Office

China. Its core buainesses are «- gavemmen! projects and affice
In 2003, Smartder became s distributor for WBCR, an [BM aofi
for businers flow and conirol management Together with i
developsd aafiware ~ producl OA  {Imegration  Onienied
Agtomation)”, Smaridol has aucee fully retroduced itsel

the governmeni, major cuglomers Include energy enterprises and financial

lmunuwu Turnover has increased by 31% 10 RMB77.2 million. Prafit afier
amounts 1o RMBS million, a iwe-fold incresse from (ait year. Smarrdot
| ime (v be 4 leading software and servicus provider for office sulomation
2ervices in Chiea.

Wiraless Network Card Baainess

Shanghsi ENM Telecom & Technolegy Limited ("SENMTT)'s musjor
business |s providing wireless-enabled, tunkey sotutions for corparste aad
individual costomers who desire Internel access in China or other cmmmu
SENMTT c¢llaboraies with China Maobilt Shanghs
Sh-n;ha: to di n the Shln.hnl
trict. Management belisves shes che launch of 30 service in China in 2006
--JI provide business opportunities to SENMTT In Shanghal and nearby
regions.

RETAIL FASHION
The Swank Shap Limited (*Swank”)

Swanh has regisiered o sules growth of 20% as compared ta Ihe previvus
yeur, des, ued cenaumer climate over the period cavsed by wrmer
weathee, Tising intarsst rates and higher fuel prices. Qzons profie rose b
yewr-0a-yeat reauliing in » positive Lmom line. A toial of fosr points-ol ule
wele opened in prame locatioas whils an cqusl nuniber of post piriorming
outlets were closed sfter lense eapiry.

Swenk witl continee to drive sales upward 4nd ifnprove margins in 2006, N
will increase its focus on in-trend Iu:ury produ:t: and imprave mercha
display and service. F shaps will be opened, 1wo of
which are relacations. New shop auiln will provide gusiamers with & betier
shopging environment,

BLO-MEDICAL

iotechnelagy Compeny Limited [“Ganavate'y

«Genovece (founded in Taiwan i in 1993 by Genzllha Technalogies, Jac. of the
USA) 1c n fully i d phar enc in ila
operation: wew drug wme\wpmem a6 new formutaiion tapabiiity, chindcal

Le far locsl and internsiional pharmaceutical compenies, drug
manufdciuring, drug mar & and-distribution In Taiwan.

Gensvare

[n 2005, Qenovate launched o range of new drag producis in the Tujwen
market, “Oenetany)” 1s a0 Improved version of Paclitaxel (BMS' Tazol)
developed by Ocenovale for lreatmenl of brewtt canter. Ha markel share in
Taiwan has incieased favourably due 1o good efflcacy wnd bener safery
profile, cempared 16 Taagl, Two pewly merkered drugs, Urgiral and
Glugafe, have reeeived positlve market weceplunce in Taiwih. More and
moce doctord are prevcribing Urolol, dut Lo leds tncldence of the dry moulh
vide effeci. On Lhe other hard, sales for Qluaefe lre malusing due 10 Intcnss
mackel competition [n sarly 200 an granted approval
tor Iwe “once a day” new drugs, Loani SR lmi D beirol SX. Ar severdl
medica! centres have atarted 16 preseriba Loasl SR, snles are eapecied o
grow sigmificantly in 2004, Diaketrol SR was Inunched for markei in March

With rapni 10 pbw dru; discovery, Qenovete has injtisted tws progrom In
col laboration e governmenl tel ch inwlitule ITRI One

NCE und the r an antivomitlng paic enovale's product pips
will be Turiher sirangthened sfier these two products rasch clinkeal
development,

Cardima, Inc. (*Cardima”)

Cardima, based in the USA, is engaged 1n the development i medicul
devices far minimally invakive (reniment of strisl Tibrillaues by wtiliing it
Surglenl Ablstion henrt aurgery, The SAS, &

yilem ("SAST) durlnf
combination of devices including the Revalation Tx microcuiheler sysiem,
hay alrendy received maskellng clearsnce througl Mark approval in
Burape. As for the U.S. market, had not been puccenaful in ecuring

Fre-Ma ovel (rum the U.5. Food Drug Administ on sccordin
3, Ihe tradiag of Cardima shares was movad io the OT|
Bulievin Bosrd primarily due to with the tading

price requirement of the Nagdaq Market.

PURCHASE, REDEMPTION OR BALE OF LISTED SECUR“ 1ES OF
THE COMPANY,

Nelher the Company, nor any of | P .
10ld any of the Campany's livied wcurlllel during the year.

CODE ON CORFORATE GOVERNANCE PRACTICES

Lo the opinian v( the Ovrectars, the Computy hau cemplied with the Coda
Provisions of tha Coda on Corparate Qovernance Praciicaa (the “CQ Code™}
as 5¢t out in Agpendl: 14 of 1he Rutzs Governing the Listing of Securities
on The Stock Eachange of Hong Kong Limiied, except for Code Provision
C.2 of the CG Code an internal controls, which sre to be Implemealed for the
se2puating periods commencing on or after 1 Tuly 2003 end the deviatiom
io respeet of the service icrm and the cajstron of Direetors under Code
Provisions A 4.1 wnd A.4.2 of the CG Code.

Usder Code Provision Ad.l of the CG Code. Noa-wxscutive Direttors
should be appointed for s apecific term and subgsct to re-clection. Under
Cade Pro A.4.2 of the CQ Code, all Directors sppointed ra f11l cuswat
yacancy should be subject to election by shareholders a1 the Flonl general
mecing after their appolnement, and every Dirvcior, including those
appointed for a spacific 1eim, showld be subject 1o retirement by roistion
lenst once avery Ihree yeurs.

None of the existing N i and hal i
Directors of the Company is sppointed for & |pcnhc teem However, all of
the Non-eaecutive and Independent Non-gasculive Directors are suhuu 1©
relirement by rotauen in sccordence with lhe Company’s Aruclas of
Awsocistion.

n of the Company, say Direcior
n additien 1o the Bourd vhalt hold
geners) meeiing of the

According to the Articles of Axseci
ited to fill 0 cosval vacancy. or
office anty untll the next follewln,
hen be cligible for re-«
one-third of the Direclors for the fime belng. Or, if thewr number is noi thres
ar & multiple of three, then 1be number acarcal ons-thicd, shall retire frain
office. The Diraciors (o retire in evary ysar shall be thoss who have buen
lodgeat in office vince their Inat ol between parsons whe became
Direcrors an ihe aueme day thote 16 rethm shall (wnleas they atherwise agree
between. themselves) be determined by 14, The reliring Directon shall be
ligsble for fe-cleciion. Ar there are cight Direcions and gadsthird of them
shall relice 1ubject 1o rotalion, esch Direciot it xMectively appoinied under
s term of more than ) years. To align 1the Ariicl=s of Azsociation of Lhe
Comp-ny wilh the CO Code, the Company will propose Lo amend it Articies
of Association in the forthcoming annual geners) meeting.

REVIEW BY AUMT COMMITTEE

The Company’s consolidsted results for the year ended 31 December 2003
hwen beon reviewsd by the Audit Commiiias of tae Company. The Avdis

ene Noa-Ei ive Director, Mr. Reymond Wai Pun
Lau and three Independent Non-exesutive Direetors, namely Dr, Cecil Sze
Taung CHAG, 'Dr. Jen CHEN and Mr. lan Orant ROBINSON.

BOARD OF DIRECTORS

Az af the daie of this announcement, the Executive Directon of the Company
nre Mr. Joseph Wing Knnﬁ LEUNG {Chairman), Mr. James C. NG (Chiel
© Offlcer), Mr. Derek Wii Chol LEUNG and Mr. Wing Tu
the Non-execulive Director of the Company it Mr. Raymand W
Pun LAL; and the Independent Nan-eaecutive Direciors of the Coinpan: 1 are

Dr. Cecil Sze Tsung CHAD, Dr. Jen CHEN snd Mr, ian Oreni ROBLNSO
. By order of jhe Bv-ld

Jumes .
Chief Exccutive

Hong Kong. 7 April 2006
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ENM HOLDINGS LIMITED
REFRERLD

. {Incorporated in Hong Kong with limited liability)
(Stock code: 128)

NOTICE OF ANNUAL GENERAL MEETING

NOTICE IS HEREBY GIVEN that an Annual General Meeting of
ENM Holdings Limited (the “Company™) will be held at the Hilltop
Country Club, 10 Hilltop Road, Lo Wai, Tsuen Wan, New Territories,
Hong Kong on Friday, 2 June 2006 at 10:00 a.m. for the following
purposes:-

ORDINARY RESOLUTIONS

I.  Toreceive and consider the Audited Financial Statements and the
Reports of the Directors and Auvditors for the year ended 31
December 2005.

2. To re-elect the retiring Directors and authorise the Board of
Directors to fix their remuneration.

3. To re-appoint Auditors and authorise the Board of Directors to fix

their remuneration.

" 4. As special business, to consider and, if thought fit, 10 pass with
or without amendments, the followmg resolution as an Ordmary
Resolution:

“"THAT:

(a) subject to paragraph (c) of this Resolution and pursuant to
section 57B of the Companies Ordinance, the exercise by the
Board of Directors during the Relevant Period (as
hereinafter defined) of all powers of the Company to allot,
issue and deal with additional shares in the capital of the
Company and to make or grant offers, agreements and
options which might require the exercise of such powers be
and ts hereby generally and unconditionally approved.

(b) the approval in paragraph (a) of this Resolution shall
authorise the Board of Directors during the Relevant Period
to make or grant offers, agreements and options which might

require the exercise of such powers during or after the end -

of the Relevant Period;.

(c) the aggregate nominal amount of share capital allorted or
agreed conditionally or uncoaditionally to be allotted
{whether pursuant to an option or otherwise) by the Board of
Directors pursuant to the approval in paragraph (a) of this
Resolution, otherwise than pursuant to (i) a Rights Issue (as
hereinafter defined) or (ii) the exercise of options granted
under any share option schemes of the Company, shall not in
aggregate exceed 20 per cent. of the aggregate nominal
amount of the share capital of the Company tn issue at the
date of passing this Resolution and the said approval shall
be limited accordingly; and

(d) for the purpose of this Reselution:

“Relevant Pericd” means the period from the passing of this
Resolution until whichever is the earliest of:

(i) the conclusion of the next annual general meeting of
the Company;

(3i) the expiration of the period within which the next
annual general meeting of the Company is required by
‘the articles’ of association of the Company or the
Companies Ordinance 1o be held; and

(iii} the revocation or vartation of the anthority given under
this Resoiution by an ordinary resolution of the
sharehoiders of the Company in general meeting.

“Rights Issue” means an offer of shares apen for a period
fixed by the Board of Directors to holders of shares on the
register of members of the Company on a fixed record date
in proportion to their then holdings of such shares (subject
to such exclusions or other arrangements as the Board of
Directors may deem necessary or expedient in relation to
fractional entitlements or having regard to any restrictions
or obligations under the faw of, or the requirements of, any
recognised regulatory body or any stock exchange in any
territory outside Hong Kong applicable to the Company).”

SPECIAL RESOLUTION
5. As special business, to consider and, if thought fit, 10 pass with

or without amendments, the foliowing resolution as a Special
Resolution: -

“THAT the existing Articles of Assoctation of the Company be
and are hereby amended in the following manner:

(a) Article 73

By deleting the full-stop at the end of Article 73(d) and
replacing therewith a semi-colon and the word “or”
immediately thereafter and by inserting the following:

“(e) if required by the Listing Rules, by any Director or
Directors who, individually or collectively. hold
proxies in respect of shares representing five per cent.
(5%) or more of the tota! voting rights at such
‘meeting.”

(b) Article 74
By inserting the following sentence at the end of Article 74:

“The Company shall only be required to disclose the voling
flgures on a poll if such disclosure is required by the Listing
Rules.”

(c) Article 101

By deleting Article 101 in its crmrely and substituting
therefor the following:

"lOI.Notwuhstandmg any other provisions in the Articles of
Association, at each annual general meeting, one-third
of the Directors for the time being, or, if their number
is not three (3) or a multiple of three (3), then the
number nearest (o but not less than one-third, shall
retire from office by rotation but shall be eligible for
re-election. provided that every Director shall be
subject to retirement at least once every three years.
The Directors (including those appointed for a special
term) to retire in every year shall be those who have
been longest in office since their last election bul as
between persons who became Directors on the same

day those to retire shall (unless they otherwise agree-

between themselves) be determined by lot.”
By order of the Board
ENM Holdings Limited
Pui Man CHENG
Company Secretary

Hong Kong, 28 April 2006

Suite 1502, 15th Floor
Chinachem Golden Plaza

77 Mody Road, Tsimshatsui East
Kowloon

Hong Kong

Naotes:

Any shareholder of the Company entitled to attend and vote at the meeting
is entitled 10 appaint one or more proxies 1o attend and vote instead of him.
A proxy need not be a shareholder of the Company.

To be valid, the proxy form. together with any power of anorney or other
authority (if any) under which it is signed. or a notarially certified copy of
thal power of attorney or authority, must be depasited at the registered
office of the Company ac Suite 1502, 15th Ficor, Chinachem Golden Plaza,
77 Mody Road. Tsimshatsui East, Kowioon, Hong Kong as soon as
possible and in any event not less than 48 hours before the time nppomled
for holding of the meeting or any adjournment thereof.

Where there are joint holders of any share, any one of such holders may
vote at the meeting, cither in person or by proxy, in respect of such share
as if he were solely entitled to vote, but if more than one of such joint
holders are present at the meeting in person or by proxy, the person so
present whose name slands first in the register of members of the Company
in respect of such share shall.alone be entitled to vote in respect of it

Completion und return of the Torm of proxy will not preclude a shareholder
from, attending the meeting and voting in person at the meeting or any
ad]ourncd meeting if he so desires. If a sharcholder zitends the meeting
after having deposited the form of proxy, his form of proxy will be deemed
to have been revoked.

As at the date hereof, the executive directors of the Company are Mr.
Joseph Wing Kong LEUNG (Chairman), Mr. James C. NG - (Chief
Executive Officer). Mr. Derek Wai Choi LEUNG and Mr. Wing Tung

YEUNG, the non-executive director of the Company is Mr. Raymond Wai

Pun LAU. and the independent non-executive directors of the Company are
Dr. Cecil Sze Tsung CHAQ, Dr. Jen CHEN and Mr. [an Grant ROBINSON.
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NOTICE OF ANNUAL GENERAL MEETING

Where there are joint holders of any share, any one of such holders may vote at the meeting,
either in person or by proxy. in respect of such share as if he were solely entitled to vote, but
if more than one of such joint holders are present at the meeting in person or by proxy, the person
so present whose name stands first in the register of members of the Company in respect of such

share shall alone be entitled to vote in respect of it.

Completion and return of the form of proxy will not preclude a shareholder from attending the
meeting and voting in person at the meeting or any adjourned meeting if he so desires. If a
shareholder attends the meeting after having deposited the form of proxy, his form of proxy will

be deemed to have been revoked.

As at the date hereof, the executive directors of the Company are Mr. Joseph Wing Kong LEUNG
{Chairman), Mr. James C. NG {Chief Executive Officer), Mr. Derek Wai Choi LEUNG and Mr.
Wing Tung YEUNG, the non-executive director of the Company is Mr. Raymond Wai Pun LAU,
and the independent non-executive directors of the Company are Dr. Cecil Sze Tsung CHAQ, Dr.
Jen CHEN and Mr. lan Grant ROBINSON,
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NOTICE OF ANNUAL GENERAL MEETING

(b) Article 74
By inserting the following sentence at the end of Article 74:

“The Company shall only be required to disclose the voting figures on a poll if such
disclosure is required by the Listing Rules.”

{c) Article 101
By deleting Article 101 in its entirety and substituting therefor the following:

“101. Notwithstanding any other provisions in the Articles of Association, at each
annual general meeting, one-third of the Directors for the time being, or, if their
number is not three (3) or a multiple of three (3), then the number nearest to but
not less than one-third, shall retire from office by rotation but shall be eligible
for re-election, provided that every Director shall be subject to retirement at
least once every three years. The Directors (including those appointed for a
special term} to retire in every year shall be those who have been longest in
office since their last election but as between persons who became Directors on
the same day those to retire shall (unless they otherwise agree between

L1}

themselves) be determined by lot.”

By order of the Board
ENM Holdings Limited
Pui Man CHENG
Company Secretary

Hong Kong, 28 April 2006

Suite 1502, 15th Floor
Chinachem Golden Plaza

77 Mody Road, Tsimshatsui East
Kowloon

Hong Kong

Notes:

1.  Any shareholder of the Company entitled 10 attend and vote at the meeting is entitled to appoint
one or more proxies to attend and vote instead of him. A proxy need not be a sharcholder of the
Company.

2. A form of proxy for use at the meeting is enclosed. To be valid, the proxy form, together with
any power of attorney or other authority (if any) under which it is signed, or a notarially certified
copy of that power of attorney or authority, must be deposited at the registered office of the
Company at Suite 1502, 15th Floor, Chinachem Golden Plaza, 77 Mody Road, Tsimshatsui East,
Kowloon, Hong Kong as soon as possible and in any event not less than 48 hours before the time
appointed for holding of the meeting or any adjournment thereof.
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NOTICE OF ANNUAL GENERAL MEETING

(d)

exercise of options granted under any share option schemes of the Company, shall not
in aggregate exceed 20 per cent. of the aggregate nominal amount of the share capital
of the Company in issue at the date of passing this Resolution and the said approval
shall be limited accordingly; and

for the purpose ol this Resolution:

“Relevant Period” means the period from the passing of this Resolution until

whichever is the earliest of:

(i) the conclusion of the next annual general meeting of the Company:

(ii) the expiration of the period within which the next annual general meeting of the
Company is required by the articles of association of the Company or the
Companies Ordinance to be held: and

(ili) the revocation or variation of the authority given under this Resolution by an
ordinary resolution of the shareholders of the Company in general meeting.

“Rights Issue” means an offer of shares open for a period fixed by the Board of
Directors to holders of shares on the register of members of the Company on a fixed
record date in proportion to their then holdings of such shares (subject to such
exclusions or other arrangements as the Board of Directors may deem necessary or
expedient in relation to fractional entitlemenis or having regard to any restrictions or
obligations under the law of, or the requirements of, any recognised regulatory body
or any stock exchange in any territory outside Hong Kong applicable to the
Company).”

SPECIAL RESOLUTION

5. Asspecial business, to consider and, if thought fit, to pass with or without amendments, the

following resolution as a Special Resolution:

“THAT the existing Articles of Association of the Company be and are hereby amended in

the following manner:

{a)

Article 73

By deleting the full-stop at the end of Article 73(d) and replacing therewith a
semi-colon and the word “or” immediately thereafter and by inserting the following:

“(e) if required by the Listing Rules, by any Director or Directors who, individually
or collectively, hold proxies in respect of shares representing five per cenl. (5%)
or more of the total voting rights at such meeting.”




NOTICE OF ANNUAL GENERAL MEETING

=\

ENM HOLDINGS LIMITED
ZERERERA T
(Incorporated in Hong Kong with limited liability}

(Stock code: 128)

NOTICE IS HEREBY GIVEN that an Annual General Meeting of ENM Holdings Limited (the
“Company™) will be held at the Hilltop Country Club, 10 Hilltop Road, Lo Wai, Tsuen Wan, New
Territories, Hong Kong on Friday, 2 June 2006 at 10:00 a.m. for the following purposes:-

ORDINARY RESOLUTIONS

1. To receive and consider the Audited Financial Statements and the Reports of the Directors
and Auditors for the year ended 31 December 2005.

2.  To re-elect the retiring Directors and authorise the Board of Directors to fix their

remuneration.

3. To re-appoint Auditors and authorise the Board of Directors to fix their remuneration.

4, As special business, to consider and, if thought fit, to pass with or without amendments, the

following resolution as an Ordinary Resolution:

“THAT:

(a)

(b)

(c)

subject to paragraph (c) of this Resolution and pursuant to section 57B of the
Companies Ordinance, the exercise by the Board of Directors during the Relevant
Period (as hereinafter defined) of all powers of the Company to allot, issue and deal
with additional shares in the capital of the Company and to make or grant offers,
agreements and options which might require the exercise of such powers be and is
hereby generally and unconditionally approved;

the approval in paragraph (a) of this Resolution shall authorise the Board of Directors
during the Relevant Period to make or grant offers, agreements and options which
might require the exercise of such powers during or after the end of the Relevant
Period;

the aggregate nominal amount of share capital allotted or agreed conditionally or
unconditionally to be allotted {whether pursuant to an option or otherwise) by the
Board of Directors pursuant to the approval in paragraph (a) of this Resclution,
otherwise than pursuant to (i) a Rights Issue (as hereinafter defined) or (ii) the
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APPENDIX RE-ELECTION OF DIRECTORS

No enterprise, company or unincorporated business enterprise with which Dr. Chen was or is
connected, or for which he acts or has acted as an officer, supervisor or manager has been identified
as an insider dealer pursuant to Parts XIIl or XIV of the SFO at any time during the period when he
was connected and/or acted as an officer, supervisor or manager.

No enterprise, company or unincorporated business enterprise, in which Dr. Chen was or is a
controlling shareholder, supervisor, manager. director or officer, has been found guilty of or been
involved in insider dealing. or been held by any court or competent authority to be in breach of any
securities or financial markets laws, rules or regulations at any time during the period when he was
a controlling shareholder. supervisor. manager. director or officer.

Dr. Chen has not been adjudged by a court or arbitral body civilly liable for any fraud, breach
of duty or other misconduct by him towards an enterprise. a company, a partnership or an
unincorporated business enterprise or an institution, or towards any of its members or partners in
connection with the formation or management of such enterprise, company, partnership,
unincorporated business enterprise or institution.

No enterprise, compuny, partnership or unincorperated business enterprise of which Dr. Chen
was or is a partner, director. supervisor or manager has had its business registration or licence revoked
at any time during the period when he was one of its partners, directors, supervisors, or managers.

Dr. Chen has not at any time been disqualified from holding, or deemed unfit to hold, the position
of director, supervisor or manager of an enterprise. a company or an unincorporated business
enterprise, or been disqualified from being involved in the management or conduct of the affairs of
an enterprise. a company or an unincorporated business enterprise. pursuant to any applicable law, rule
or regulation or by any competent authority.

Dr. Chen is not on notice of any investigation of him by any judicial, regulatory or governmental
authority.

Dr. Chen has not at any time been refused admission to membership of any professional body,
or been censured or disciplined by any such body to which he belongs or belonged. or been
disqualified from membership in any such body, or held a practising certificate or any other form of
professional certificate or licence subject to special conditions.

Dr. Chen is not now or has not at any time been a member of a triad or other illegal society.

Dr. Chen is not currently subject to (1) any investigation, hearing or proceeding brought or
instituted by any securities regulatory authority, including the Hong Kong Takeovers Panel or any
other securities regulatory commission or panel, or (ii) any judicial proceeding in which violation of
any securities law. rule or regulation is or was alleged. He is not a defendant in any current criminal
proceeding.

Save as disclosed above, there are no other matters that need to be brought to the attention of
the Shareholders.




APPENDIX RE-ELECTION OF DIRECTORS

Operation in Genelabs Technologies, Inc. in the US. He had also worked in Novartis Pharmaceuticais
Corporation for eight years in areas of new drug discovery and research. He is the author or co-author
of more than 30 papers and ten patents in the field. Dr. Chen obtained his Ph.D. (Chemistry) from
University of Rochester in New York, USA.

Dr. Chen is not appointed for a specific term but is subject to retirement by rotation and
re-election at annual generai meetings of the Company in accordance with the Articles of Association.
Dr. Chen is currently entitled to an annual director’s fee of HK$20,000 which is determined by the
Board with reference to his duties and responsibilities with the Group and the Group’s remuneration
policy. Save for the aforesaid, Dr. Chen is not entitled to any other emoluments from the Company.

Save as disclosed above, Dr. Chen does not hold any position with the Company and other
members of the Group and did not hold any directorship in other listed companies in the past three
vears preceding the Latest Practicable Date.

Dr. Chen has no relationship with any Directors, senior management of the Company or
substantial or controlling Shareholders.

As at the Latest Practicable Date, Dr. Chen does not have any interest in the Shares within the
meaning of Part XV of the SFO.

No public sanctions have been made against Dr. Chen by statutory or regulatory authorities.

Dr. Chen has not at any time been adjudged bankrupt or insoivent. He has not at any time been
a party to a deed of arrangement or entered into any form of arrangement or composition with his
creditors.

There are no unsatisfied judgments or court orders of continuing effect against Dr. Chen.

No enterprise, company or unincorporated business enterprise has been dissolved or put into
liguidation {otherwise than by a members’ voluntary winding up when the company was solvent) or
bankruptcy or been the object of an analogous proceeding, or entered into any form of arrangement
or composition with creditors, or had a receiver, trustee or similar officer appointed over it (i) during
the period when Dr. Chen was one of its directors or, in the case of an enterprise, a company or an
unincorporated business enterprise established in the PRC, during the period when he was one of its
directors, supervisors or managers, or {ii) within 12 months after his ceasing to act as one of its
directors, supervisors or managers, as the case may be.

Dr. Chen has not been convicted of any offences as mentioned in Rule 13.51(2)(m) of the Listing
Rules.

Dr. Chen has not at any time been identified as an insider dealer pursuant to Parts XIII or XIV
of the SFO. He has not at any time been found guilty of or been involved in insider dealing, or been
held by any court or competent authority to be in breach of any securities or financial markets laws,
rules or regulations.
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APPENDIX RE-ELECTION OF DIRECTORS

Mr. Yeung has not been adjudged by a court or arbitral body civilly liable for any fraud, breach
of duty or other misconduct by him towards an enterprise, a company. a partnership or an
unincorporated business enterprise or an institution, or towards any of its members or partners in
connection with the formation or management of such enterprise, company, partnership,

unincorporated business enterprise or institution.

No enterprise, company. partnership or unincorporated business enterprise of which Mr. Yeung
was or is a partner, director, supervisor or manager has had its business registration or licence revoked

at any time during the period when he was one of its partners, directors, supervisors, or managers.

Mr. Yeung has not at any time been disqualified from holding, or deemed unfit to held, the
position of director, supervisor or manager of an enterprise, a company or an unincorporated business
enterprise, or been disqualified from being involved in the management or conduct of the affairs of
an enlerprise, a company or an unincorporated business enterprise, pursuant to any applicable law, rule

or regulation or by any competent authority.

Mr. Yeung is not on notice of any investigation of him by any judicial. regulatory or

governmental authority,

Mr. Yeung has not at any time been refused admission to membership of any professional body.
or been censured or disciplined by any such body to which he belongs or belonged. or been
disqualified from membership in any such body, or held a practising certificate or any other form of

professional certificate or licence subject to special conditions.

Mr. Yeung is not now or has not al any time been a member of a triad or other illegal society.

Mr. Yeung is not currently subject to (i) any investigation, hearing or proceeding brought or
instituted by any securities regulatory authority, including the Hong Kong Takeovers Panel or any
other securitics regulatory commission or panel, or (i1} any judicial proceeding in which vielation of
any securities law, rule or regulation is or was alleged. He is not a defendant in any current criminal

proceeding.

Save as disclosed above, there are no other matters that need to be brought to the attention of
the Shareholders.

(3} Dr. Jen CHEN
{Independent Non-Executive Director and Member of Audit Commitiee)

Dr. Chen, aged 51, joined the Company as Independent Non-Executive Director in February
2003, He is also a member of the Audit Committee of the Company. Dr. Chen has exiensive experience
and professional knowledge in the biopharmaceutical industry. Dr. Chen is the Chairman and General
Manager of Genovate Biotechnology Company Limited, whose shares are traded on the Gre Tai
Securities Market in Taiwan. Prior to this appointment, Dr. Chen was the Vice President of Asian




APPENDIX RE-ELECTION OF DIRECTORS

As at the Latest Practicable Date, Mr. Yeung does not have any interest in the Shares within the
meaning of Part XV of the SFO.

No public sanctions have been made against Mr. Yeung by statutory or regulatory authorities.

Mr. Yeung has not at any time been adjudged bankrupt or insolvent. He has not at any time been
a party to a deed of arrangement or entered into any form of arrangement or composition with his
creditors.

There are no unsatisfied judgments or court orders of continuing effect against Mr. Yeung.

Mr. Yeung represented a minority shareholder of Guangnan (KK) Supermarket Limited (In
Liquidation) (*Guangnan KK™) to serve as director of Guangnan KK in June 1996 and resigned as
director in August 2001. Guangnan KK, incorporated in Hong Kong majoring the chain supermarket
retail sale, was petitioned to be wound up by a creditor on 20 June 2001 due to its inability to repay
debts when due and was wound up by the High Court on 5 September 2001. The total amount of claims
received against Guangnan KK thus far is HK$393.54 million. Guangnan KK is still in liquidation,

Saved as disclosed above, no enterprise, company or unincorporated business enterprise has been
dissolved or put into liguidation (otherwise than by a members’ voluntary winding up when the
company was solvent) or bankruptcy or been the object of an analogous proceeding, or entered into
any form of arrangement or composition with creditors, or had a receiver, trustee or similar officer
appointed over it (i) during the period when Mr. Yeung was one of its directors or, in the case of an
enterprise, a company or an unincorporated business enterprise established in the PRC, during the
period when he was one of its directors, supervisors or managers, or (ii) within 12 months after his
ceasing to act as one of its directors, supervisors or managers, as the case may be.

Mr. Yeung has not been convicted of any offences as mentioned in Rule 13.51(2)(m) of the
Listing Rules.

Mr. Yeung has not at any time been identified as an insider dealer pursuant to Parts XIII or XIV
of the SFO. He has not at any time been found guilty of or been involved in insider dealing, or been
held by any court or competent authority to be in breach of any securities or financial markets laws,
rules or regulations.

No enterprise, company or unincorporated business enterprise with which Mr. Yeung was or is
connected, or for which he acts or has acted as an officer, supervisor or manager has been identified
as an insider dealer pursuant to Parts XIII or X1V of the SFO at any time during the period when he
was connected and/or acted as an officer, supervisor or manager.

No enterprise, company or unincorporated business enterprise, in which Mr. Yeung was or is a
controlling sharcholder, supervisor, manager, director or officer, has been found guilty of or been
involved in insider dealing, or been held by any court or competent authority to be in breach of any
securities or financial markets laws, rules or regulations at any time during the period when he was
a controlling shareholder, supervisor, manager, director or officer.
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Mr. Leung has not at any time been refused admission to membership of any professional body,
or been censured or disciplined by any such body to which he belongs or belonged, or been
disqualified from membership in any such body, or held a practising certificate or any other form of
professional certificate or licence subject to special conditions.

Mr. Leung is not now or has not at any time been a member of a triad or other illegal society.

Mr. Leung is not currently subject to (i) any investigation, hearing or proceeding brought or
instituted by any securities regulatory authority, including the Hong Kong Takeovers Panel or any
other securities regulatory commission or panel. or (ii) any judicial proceeding in which violation of
any securities law, rule or regulation is or was alleged. He is not a defendant in any current criminal
proceeding.

Save as disclosed above, there are no other matters that need to be brought to the attention of
the Shareholders.

(2) Mr. Wing Tung YEUNG
{Executive Director)

Mr. Yeung, aged 51, joined the Company as Executive Vice President in October 2001 and
became Executive Director in November 2002. Mr. Yeung is responsible for the investments of the
Group. Prior to his appointment. Mr. Yeung was the Personal Assistant to the Managing Director of
a listed company in Hong Kong for more than ten years, in charge of project investments and
developments in Hong Kong, PRC and South East Asia. He had also worked in an American Bank as
Manager of Commercial Banking and an international audit firm as Auditor. Mr. Yeung obtained his
MBA from Indiana University, USA in 1978 and passed the board examination of the American
Institute of Certified Public Accountants in the same year.

Mr. Yeung also serves as director to certain subsidiaries of the Company.

Mr. Yeung has entered into a service contract with the Company. There is no specific length of
employment in his service contract. Pursuant to the service agreement, he is entitled to a monthly
salary of HK$130.000 plus a discretionary bonus as determined by the Board at its absolute discretion
having regard to the Company’s performance. Mr. Yeung’'s appointment as Director is subject to
retirement by rotation and re-election at annual general meetings of the Company in accordance with
the Articles of Association. Mr. Yeung is currently entitled to an annual director’s fee of HK$20,000.
His emoluments are determined by the Board with reference to his duties and responsibilities with the
Group and the Group’s remuneration policy. Save for the aforesaid, Mr. Yeung is not entitled to any
other emoluments from the Company.

Save as disclosed above, Mr. Yeung does not hold any position with the Company and other
members of the Group and did not hold any directorship in other listed companies in the past three
years preceding the Latest Practicable Date.

Mr. Yeung has no relationship with any Directors, senior management of the Company or
substantial or controlling Shareholders.
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bankruptcy or been the object of an analogous proceeding, or entered into any form of arrangement
or composition with creditors, or had a receiver, trustee or similar officer appointed over it (i) during
the period when Mr. Leung was one of its directors or, in the case of an enterprise, a company or an
unincorporated business enterprise established in the PRC, during the period when he was one of its
directors, supervisors or managers, or (ii) within 12 months after his ceasing to act as one of its
directors, supervisors or managers, as the case may be.

Mr. Leung has not been convicted of any offences as mentioned in Rule 13.51(2)(m) of the
Listing Rules.

Mt. Leung has not at any time been identified as an insider dealer pursuant to Parts XII or XIV
of the SFO. He has not at any time been found guilty of or been involved in insider dealing, or been
held by any court or competent authority to be in breach of any securities or financial markets laws,
rules or regulations.

No enterprise, company or unincorporated business enterprise with which Mr. Leung was or is
connected, or for which he acts or has acted as an officer, supervisor or manager has been identified
as an insider dealer pursuant to Parts XIII or XIV of the SFO at any time during the period when he
was connected and/or acted as an officer, supervisor or manager.

No enterprise, company or unincorporated business enterprise, in which Mr. Leung was or is a
controlling shareholder, supervisor, manager, director or officer, has been found guilty of or becn
involved in insider dealing, or been held by any court or competent authority to be in breach of any
securities or financial markets laws, rules or regulations at any time during the period when he was
a controlling shareholder, supervisor, manager, director or officer,

Mr. Leung has not been adjudged by a court or arbitral body civilly liable for any fraud, breach
of duty or other misconduct by him towards an enterprise, a company, a partnership or an
unincorporated business enterprise or an institution, or towards any of its members or partners in
connection with the formation or management of such enterprise, company, partnership,
unincorporated business enterprise or institution.

No enterprise, company, partnership or unincorporated business enterprise of which Mr. Leung
was or is a partner, director, supervisor or manager has had its business regisiration or licence revoked
at any time during the period when he was one of its partners, directors, supervisors, or managers.

Mr. Leung has not at any time been disqualified from holding, or deemed unfit to hold, the
position of director, supervisor or manager of an enterprise, a company or an unincorporated business
enterprise, or been disqualified from being involved in the management or conduct of the affairs of
an enterprise, a company or an unincorporated business enterprise, pursuant to any applicable law, rule
or regulation or by any competent authority.

Mr. Leung is not on notice of any investigation of him by any judicial, regulatory or
governmental authority.
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The following are the particulars, as at the Latest Practicable Date, of the three Directors to be
re-elected at the AGM:

(1) Mr. Joseph Wing Kong LEUNG
(Chairman, Executive Director and Chairman of Remuneration Commitree)

Mr. Leung, aged 59, is the Chairman of the Company. Mr. Leung joined the Company in
December 2000 as Executive Director and became Chairman in March 2001, He is also the Chairman
of the Remuneration Committce of the Company. Mr. Leung is a Director of Chinachem Group
companies. He has over 30 years of experience in finance and management in property development.
Mr. Leung is a fellow of the Hong Kong Institute of Real Estate Administration and a member of the
executive committee of The Real Estate Developers Association of Hong Kong.

Mr. Leung also serves as director to certain subsidiaries of the Company. He is also an
independent non-executive director of Cheuk Nang (Holdings) Limited, whose shares are listed on the
Main Board of the Stock Exchange and a director of Genovate Biotechnology Company Limited.
whose shares are traded on the Gre Tai Securities Market in Taiwan.

Mr. Leung is not appointed for a specific term but is subject to retirement by rotation and
re-election al annual general meetings of the Company in accordance with the Articles of Association.
Mr. Leung is currently entitled to a monthly salary of HK$24,000 and an annual director’s fee of
HK$40,000 which are determined by the Board with reference to his duties and responsibilities with
the Group and the Group’s remuneration policy. Save for the aforesaid. Mr. Leung is not entitled to
any other emoluments from the Company.

Save as disclosed above. Mr. Leung does not hold any position with the Company and other
members of the Group and did not hold any directorship in other listed companies in the past three
years preceding the Latest Practicable Date.

Mr. Leung has no relationship with any Directors. senior management of the Company or
substantial or controlling Shareholders.

As at the Latest Practicable Date, Mr. Leung has a corporate interest of 200,000 Shares,
representing 0.012% of the issued share capital of the Company. within the meaning of Part XV of the
SFO.

No public sanctions have been made against Mr. Leung by statutory or regulatory authorities.

Mr. Leung has not at any time been adjudged bankrupt or insolvent. He has not at any lime been
a party to a deed of arrangement or entered into any form of arrangement or composition with his
creditors.

There are no unsatisfied judgments or court orders of continuing effect against Mr. Leung.

No enterprise, company or unincorporated business enterprise has been dissolved or put into
liguidation (otherwise than by a members’ voluntary winding up when the company was solvent) or




LETTER FROM THE BOARD

PROCEDURE FOR DEMANDING A POLL

Pursuant to Article 73 of the Articles of Association, the resolutions put to the vote of the AGM

shall be decided on a show of hands unless a poll is (before or on the declaration of the result of the

show of hands) duly demanded. A poll may be demanded by:

(a)

{b)

(e)

(d)

the Chairman of the AGM; or

at least three Shareholders present in person or in the case of a Shareholder being a
corporation by its duly authorised representative or by proxy for the time being entitled to
vote at the AGM; or

any Shareholder(s) present in person or in the case of a Shareholder being a corporation by
its duly authorised representative or by proxy and representing in the aggregate not less
than one-tenth of the total voting rights of all the Shareholders having the right to attend
and vote at the AGM; or

any Shareholder(s) present in person or in the case of a Shareholder being a corporation by
its duly authorised representative or by proxy and holding Shares conferring a right to
attend and vote at the AGM on which there have been paid up sums in the aggregate equal
to not less than one-tenth of the total sum paid up on all Shares conferring that right.

RECOMMENDATION

The Board considers that the proposals for the re-election of Directors, the grant to the Board

of the general mandate to issue Shares and the amendments to the Articles of Association are in the

best interest of the Company and the Shareholders and recommends the Shareholders to vote in favour

of the resolutions in relation to the above proposals to be proposed at the AGM.

Yours faithfully,
For and on behalf of the Board
Joseph Wing Kong LEUNG

Chairman



LETTER FROM THE BOARD

Details of the above Directors who are required to be disclosed by the Listing Rules are set out
in the Appendix to this circular,

GENERAL MANDATE TO 1SSUE SHARES

At the last annual general meeting of the Company held on 3 June 2005, a general mandate was
given to the Board to issue Shares. Such mandate will lapse at the conclusion of the AGM. In order
to ensure flexibility and discretion 1o the Board in the event that it becomes desirable to issue any
Shares, an ordinary resolution will be proposed at the AGM that the Board be given a general and
unconditional mandate to exercise all the powers of the Company to allot, issue and deal with Shares
and other securities equal in aggregate up to 20 per cent. of the aggregate nominal amount of the share
capital of the Company in issue as at the date of passing of the relevant resolution granting such
mandate.

AMENDMENTS TO THE ARTICLES OF ASSOCIATION

In compliance with the CG Code. which came into effective 1 January 2005. the Directors
propose to make amendments to the Articles of Association accordingly. The major amendments are

summarised as follows:

(a) effect voling by way of a poll as required by the Listing Rules;

(b) disclose the voting figures on a poll if required by the Listing Rules; and

(c) specify that every Director, including those appointed for a specific term, will be subject

to retirement by rotation at least once every three years.

Full text of the proposed amendments to the Articles of Association is set out in resolution

number 5 in the Notice of Annual General Meeting on pages 12 to 15 of this circular.

ANNUAL GENERAL MEETING

A notice convening the AGM is set out on pages 12 to 15 of this circular. Resolutions in respect
of, among other things, the re-clection of Directors. the grant to the Board of the general mandate to
issue Shares and the amendments to the Articles of Association will be proposed at the AGM.

A form of proxy for use by the Shareholders at the AGM is enclosed. Whether or not you are able
to atiend the AGM in person, you are requested to complete the form of proxy in accordance with the
instructions printed thereon and return it to the registered office of the Company at Suite 1502, 15th
Floor, Chinachem Golden Plaza, 77 Mody Road, Tsimshatsui East, Kowloon, Hong Kong as soon as
possible and in any event not less than 48 hours before the time appointed for holding such AGM.
Completion and return of the form of proxy will not preclude you from attending and voting in person
at the AGM should you so wish.
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ENM HOLDINGS LIMITED
REZERBRAL A
(Incorporated in Hong Kong with limited liability)

(Stock code: 128)

Executive Directors: Registered office:

Mr, Joseph Wing Kong LEUNG (Chairman) Suite 1502, 15th Floor

Mr. James C. NG (Chief Executive Officer) Chinachem Golden Plaza
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Independent Non-Executive Directors:
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Dr. Jen CHEN

Mr. lan Grant ROBINSON

28 April 2006

To the Shareholders
Dear Sir/Madam,

PROPOSALS FOR RE-ELECTION OF DIRECTORS,
GENERAL MANDATE TO ISSUE SHARES,
AMENDMENTS TO THE ARTICLES OF ASSOCIATION
AND
NOTICE OF ANNUAL GENERAL MEETING

INTRODUCTION

The purpose of this circular is to provide you with information regarding the proposals for the
re-election of Directors, the grant to the Board of general mandate to issue Shares and the amendments
to the Articles of Association and to seek your approval of the ordinary resolutions and the special
resolution relating to these matters at the AGM.

RE-ELECTION OF DIRECTORS

In accordance with Article 101 of the Articles of Association, Mr. Joseph Wing Kong LEUNG,
Mr. Wing Tung YEUNG and Dr. Jen CHEN shall retire by rotation at the AGM and, being eligible,
offer themselves for re-election.



DEFINITIONS

In this circular, the following expressions shall have the meanings ser out below unless the

context requires otherwise:

"AGM”

“Articles of Association™

“Board” or “Board of Directors™

“CG Code™

“Companies Ordinance”

“Company”

“Director(s)”
“Group”

“Latest Practicable Date”

“Listing Rules”

“SFO”

“Share(s)”

“Shareholders”
“Stock Exchange™

“Subsidiary™

the annual general meeting of the Company to be held at the
Hilltop Country Club, 10 Hilltop Road, Lo Wai, Tsuen Wan,
New Territories, Hong Kong on Friday. 2 June 2006 at 10:00
a.m. or any adjourned meeting thereof

the articles of association of the Company
the board of Directors from time to time

the Code on Corporate Governance Practices as set out in
Appendix 14 of the Listing Rules

the Companies Ordinance, Chapter 32 of the Laws of Hong
Kong

ENM Holdings Limited, a company incorporated in Hong
Kong with limited liability under the Companies Ordinance,
whose shares are listed on the main bourd of the Stock
Exchange

the director(s) of the Company
the Company and its Subsidiaries

24 April 2006, being the latest practicable date prior to the
printing of this circular for ascertaining certain information
contained herein

the Rules Governing the Listing of Securities on the Stock
Exchange

the Securities and Futures Ordinance, Chapter 571 of the
Laws of Hong Kong

ordinary share(s) of HK$0.01 each in the issued share capital
of the Company

holders of Shares
The Stock Exchange of Hong Kong Limited
a subsidiary for the time being of the Company within the

meaning of the Companies Ordinance and “Subsidiaries™ shall
be construed accordingly
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THIS CIRCULAR IS IMPORTANT AND REQUIRES YOUR IMMEDIATE ATTENTION

If you are in any doubt as to any aspect of this circular or as to the action to be taken, you should

consult your licensed securities dealer, bank manager, solicitor, professional accountant or other
professional adviser.

If you have sold or transferred all your shares in ENM Holdings Limited, you should at once hand
this circular and the accompanying form of proxy to the purchaser or to the bank, licensed securities

dealer or other agent through whom the sale or transfer was effected for transmission to the purchaser
or transferee.

The Stock Exchange of Hong Kong Limited takes no responsibility for the contents of this circular,
makes no representation as to its accuracy or completeness and expressly disclaims any liability

whatsoever for any loss howsoever arising from or in reliance upon the whole or any part of the
contents of this circular.

=\
ENM HOLDINGS LIMITED :
ZERRERLAT Y

oeT 3

(Incorporated in Hong Kong with limited liability) —_) : SN

(Stock code: 128) '_d' ': ~.".i

S T

S

PROPOSALS FOR o i J
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GENERAL MANDATE TO ISSUE SHARES,
AMENDMENTS TO THE ARTICLES OF ASSOCIATION
AND
NOTICE OF ANNUAL GENERAL MEETING

A notice convening an annual general meeting of the Company to be held at the Hilltop Country Club,
10 Hilltop Road, Lo Wai, Tsuen Wan, New Territories, Hong Kong on Friday, 2 June 2006 at 10:00
a.m. is set out on pages 12 to 15 of this circular. Whether or not you are able to attend the meeting,
you are requested to complete and return the enclosed form of proxy in accordance with the
instructions printed thereon to the registered office of the Company at Suite 1502, 15th Floor,
Chinachem Golden Plaza, 77 Mody Road, Tsimshatsui East, Kowloon, Hong Kong as soon as possible
and in any event not less than 48 hours before the time appointed for holding the meeting or any
adjournment thereof (as the case may be). Completion and return of the form of proxy will not

preclude you from attending and voting in person at the meeting or any adjournment thereof (as the
case may be) should you so wish,

28 April 2006



